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Macrame, a classical oriental ornament, is chosen as the visual theme for this
year's Annual Report. In the traditional Chinese society, knots symaobolise the

~auspicious and the harmonious, and representing the forging of an alliance in

pursuit of a worthy cause. The knot on the front cover celebrates the new
corporate identity of The Bank of East Asia (BEA), highlighting our strong
Chinese roots and our worldwide experience. With the symmetry of the knot,
we emphasise the coherence arising from the integration of BEA, United Chinese
Bank and First Pacific Bank, matched our commitment to providing the very best
service to our customers.

The galloping horse in the background shows the competitive edge that BEA
enjoys, and our determination to excel in the Year of Horse as business
environment in Hong Kong gains momentum.
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Bank of East Asiz

Since its incorporation in Hong Kong in 1918, The Bank of East Asia ("BEA") has dedicated
itself to service on behalf of the people of Hong Kong and customers in China and overseas.
BEA is the largest independent local bank in Hong Kong, with total assets of HK$182 billion
(US$23.3 billion) as of 31 December 2001. BEA is listed on the Stock Exchange of Hong Kong
and is one of the constituent stocks of the Hang Seng Index.

The BEA Group now operates about 160 outlets worldwide, including 124 branches in Hong
Kong, 15 outlets in the Mainland China and an extensive international network covering the
United States, Canada, the United Kingdom, the British Virgin islands and Southeast Asia.

BEA is recognised as a trendsetter, and its superior banking services have garnered numerous
awards’in recent years. In July 2000, BEA was named the Best Domestic Bank in Hong Kong
in the Euromoney Awards for Excellence 2000. In January 2001, it received the 2000 JP Morgan/
FIA Best Asian Corporate Website Award. In April 2001, BEA was named one of Hong
Kong's Best Managed Companies by FinanceAsia Magazine. In August 2001, BEA was
honoured with the award for Best Retail Bank under the Omega Outstanding Technology and
Financial Enterprise Awards, organised by OMEGA and Capital Magazine. In December 2007,
BEA was recognised as the 2001 Best Retail Bank for Hong Kong under The Asian Banker
Excellence in Retail Financial Services Award 2001, organised by The Asian Banker Magazine.

BEA offers a full range of wholesale and retail banking services covering corporate banking,
personal banking, investment banking and China services. Products and services are varied,
ranging from deposits, foreign currency savings, mortgage loans, consumer loans, credit cards,
Cyberbanking, Mandatory Provident Fund services, trade finance, syndicated loans, remittances
and foreign exchange margin trading. BEA wifl continue to enhance its position in Hong Kong,
China and around the world.

BEA serves jts worldwide customers with about 160 outlets.

The Bank of East Asia, Limited
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2001 2000
EUELR EERER
HEKSM HK$M
BREE R
Profitabiiity
EHBREEZ KL HER
Operating profit after provisions 7,919 2,190 *
IRR B H T
Profit attributable to shareholders 1,600 1,887 *
Balance Sheet Strength
=N
Capital resources 22,538 20,088 *
BEFGERRBBITCERES
Customer deposits and
debt instruments issued 149,759 149,244
BEFER
Advances to customers 108,175 103,994
HELE
Total assets 184,765 179,168 *
& B 25 () 5 (%)
Per Share HK$ HKS
EXEFH
Basic earnings 1.12 1.34*
)
Dividend 0.54 0.65
REAF
Cash based earnings 1.18 1.36
TER R
Key Ratios BAE% BOE %
DN R PN
Cost to income ratio 54.9 42.2*
BAFRLE
Capital adequacy ratio 17.5 16.3*
FARBESHE
Average liquidity ratio 46.6 48.4
*HEHNEREMER * Restated due to changes in accounting policies

RERTERRE 2001555

&) Change
BHE %

-12.4

-15.2

+12.2

+0.3

+4.0

-16.4

-16.9

-12.5




¥ E & Board of Directors

FHEET
(£/F)

FREMEL
AMEZ L
Pk biteay
FRRRTE
FIREEL
FEEEL
FEBHA
BFRELx
FERERE

SREELT
PRIES 4
BERABT &
RETEMEREL
SRRIT A
TR A
CEBUEHITEE

Dr. The Hon. David LI Kwok-po

(Chairman)

Dr. LI Fook-wo

Mr. George HO*

Mr. WONG Chung-hin*

Mr. Alan LI Fook-sum

Dr. LEE Shau-kee*

Dr. The Hon. Simon LI Fook-sean
Professor Arthur LI Kwok-cheung
Dr. Allan WONG Chi-yun*

Mr. Aubrey LI Kwok-sing

Mr. Joseph PANG Yuk-wing

Dr. William MONG Man-wai
Mr. CHAN Kay-cheung

Mr. Winston LO Yau-lai*

Tan Sri Dr. KHOO Kay-peng

Mr. Thomas KWOK Ping-kwong
Mr. Richard LI Tzar-kai

* Independent Non-executive Directors

EZZEET Audit Committee

BREFESRE
EEBEE
T EBL
BETMRIBL
BERBLAE

Mr. Alan LI Fook-sum (Chairman)
Mr. WONG Chung-hin

Dr. LEE Shau-kee

Dr. Allan WONG Chi-yun

Mr. Winston LO Yau-lai

%2 E Management
EEBRFTHAR Chairman and Chief Executive

FEEEL

Dr. The Hon. David LI Kwok-po

HITHEREITHRR
Executive Directors and Deputy Chief Executives

T
WA LE

Mr. Joseph PANG Yuk-wing
Mr. CHAN Kay-cheung

BT General Managers

THESE
(REFTE)

Fasers
(R A RFEE)

EEELE
(BARTE)

FRERE
(RERTH)

RBERELE
ClES XD

BmE/MA
CLES T

Mr. Samson LI Kai-cheong
FCCA, AHKSA, FCIS, FCS, HKS!
(Investment Banking Division)

Mr. Daniel WAN Yim-keung
BBA, MBA, FCCA, FHKSA

(Strategic Planning & Control Division)
Mr. TONG Hon-shing

BSC, ACIB, AHKIB, ACIS

(Personal Banking Division)

Mr. Adrian David LI Man-kiu
Hon. BA (Cantab), Hon. MA (Cantab),

MBA, LPC

(Corporate Banking Division)

Mr. Raymond YU Hok-keung
BBF

(China Division)
Ms. Louisa CHAN Suk-yin

(International Division)

BIEELE
(B EHER)

SRE/ME

(ASEIFE)
(Human Resources Division)

EESE Mr. Alan John COLLINS

CEREERRIE) Lig .
(Legal Division)

Mr. CHAN Shuen-yuk
BA

(Operations Support Division)

Ms. WU Hang-yin
ACIB, FHKIB

EELERB General Counsel
EELE Mr. Alan John COLLINS wus

QEBE
EES AR

i M 1T 3t Registered Office
FAEHBERI0R

10 Des Voeux Road Central Hong Kong

& iE Telephone (852) 2842 3200
fEE Facsimile (852) 2845 9333
E(E Telex HX73017
EFRANR Telegram © BANKEASIA
BIERITEI S EESSWIFT. ¢ BEASHKHH

#BHE Website www.hkbea.com

¥ B & Auditors

SRS MEBM
R

& 4 £ i Share Listing
EAMARZFARAE

The Stock Exchange of Hong Kong Limited
B&D1REE Stock Code @ 23

B2 10 & i B Share Registrar

TREFAEIEAMR AT Standard Registrars Limited
%.5/%%5? EER1115RKE R O5E
5th Floor, Wing On Centre, 111 Connaught Road Central
Hong Kong
B 75 Telephone © (8

& Facsimile : (852

ZEREREFRXERST

ADR Depositary Bank

The Bank of New York

American Depositary Receipts

620 Avenue of the Americas, 6/F, New York,
NY 10011, USA
ZE ;% Telephone
B E Facsimile . (64

Company Secretary
Ms. Molly HO Kam-lan ras, rcs

KPMG
Certified Public Accountants

52) 2852 5644
) 2865 2578

. (646) 8853218
6) 885 3043
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ZEIIET
GBS, MA, Hon. LLD (Cantab), Hon
DSocSc, FCA, FCPA, FHKSA, FCIB, FHKIB,
FBCS, FCIArD, JP

EEFITHAE

TEAEL
BS, MCS, LLD, DSSc, FCIB, FHKIB, JP
FFHITESE

fEZRE

GBS, JP
BUFHTEE

FHEER200252A5ANEERBAESR

625% - BEAEFBRITRAEERANLTEERELBELR - RTEBHAZRE I EES
HHEEERIMESHAZEREE - BH/HREEITEEIRRESE © The Better Hong Kong
Foundation 2 {E3t £ B8 %8 - TEIEREE - BERNBEINE -

1969E MARIT - 1977EFEE » 1981 FETEAEE - 1995FF S EFE - EMM1997EE
ZOIAETF BAETHIHFE 2B -

FIMIEMMEES  iE  @EFOF FYFREERGERDT - Chelsfield Plc. - B
BFEESERAT  PRESHNERERLR - REATFERARF - HEHRF  BERE
BRAOR - BEHGREERAR BETFEERERQR  ERLEXNAEARLAR - B
RITRAZEEERAT  BEIEBESBRAE] - Jones Lang LaSalle Incorporated - #ri F &
BERAR KEEEERAE  BREBHHERAD  FBENEERARLF] - SCMPE
BERAF RAPEERLFRAREGTEEEEERAR -

BT ABEMEEEEEEENRE ' 548  Carlos P. Romulo Foundation for Peace and
Development ~ B ¥— R HATHEE - Edelman » AHNBAEEBRCEBEFTTEEKER
& - Lafarge - Lombard Odier & Cie Financial Growth Fund ~ NASDAQ « HEBREREMET
ERHETRMEIE  The Conference Board, Inc. I RBEREAFEE - REFHREREAR
=

8585% c BIETTHRRIERES » 1940FEMARIT * 1958FEFXEE  1972FE 19765 FEK
1B 1984FE197ETEE - MU BBERATINEEEREINERARES - RRTEEL
FEZER -

838 ° 1968 FEREATEE - ZARMEERRRAFNEERREIE  EMER ARAA -
EMERERAREENZERERATESE -
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BEHEER

Back row from left to right :
Mr. Joseph PANG Yuk-wing
BFRExE

Mr. CHAN Kay-cheung
FEHE L

Mr. Richard LI Tzar-kai
EFEL

Dr. Allan WONG Chi-yun
FREHE

Professor Arthur LI Kwok-cheung
FREFLE

Mr. Aubrey LI Kwok-sing
T SEE

Mr. Thomas KWOK Ping-kwong

BREBEE
Mr. Winston LO Yau-lai

FIHBEES ©

Front row from left to right :
FREEL

Dr. William MONG Man-wai
FEEEL

Dr. The Hon. Simon LI Fook-sean

FHhEEL

Dr. LEE Shau-kee
=EREL

Dr. LI Fook-wo
FEHEL

Dr. The Hon. David LI Kwok-po
fAEZ 4

Mr. George HO
FIRELE

Mr. WONG Chung-hin
FREFSTE

Mr. Alan LI Fook-sum

PEE BRI L
Tan 5ri Dr. KHOO Kay-peng

Aged 62. Chairman of The Chinese Banks* Association, Limited and the Hong Kong Management Association.
Member of the Banking Advisory Committee, the Exchange Fund Advisory Committee and the Land Fund
Advisory Committee. Director of Mandatory Provident Fund Schemes Authority. Board Member of Trustees
of the Better Hong Kong Foundation. Member of the Legislative Council of Hong Kang. Pro-Chancellor of
the University of Hong Kong.

Joined the Bank in 1969. Appointed a Director in 1977. Appointed Chief Executive in 1981. Appointed
Deputy Chairman in 1995. Appointed Chairman in 1997. Brother of Professor Arthur LI Kwok-cheung.

A Director of Campbell Soup Company, CATIC Shenzhen Holdings Limited, Chelsfield Plc., China Merchants
China Direct Investments Limited, China Overseas Land & Investment Limited, COSCO Pacific Limited, Dow
Jones & Company, Inc., Guangdong Investment Limited, Henderson Cyber Limited, The Hong Kong and
China Gas Company Limited, The Hongkong and Shanghai Hotels, Limited, Hong Kong Interbank Clearing
Limited, The Hong Kong Mortgage Corporation Limited, Jones Lang LaSalle Incorporated, New World
Infrastructure Limited, PowerGen Plc., Pacific Century Cyberworks Limited, San Miguel Brewery Hong Kong
Limited, SCMP Group Limited, Sime Darby Berhad and Vitasoy International Holdings Limited.

Serves on the international advisory boards of Carlos P. Romulo Foundation for Peace and Development,
Daimler-Chrysler AG, Edelman, Federal Reserve Bank of New York's International Capital Markets Advisory
Committee, Lafarge, Lombard Odier & Cie Financial Growth Fund, NASDAQ, PowerGen and Rolls-Royce
South East Asia. Global Counsellor and Senior Member of The Conference Board, inc. Chairman of the
Advisory Board of The Salvation Army, Hong Kong and Macau Command .

Aged 85. Former member of the Executive and Legislative Councils. Joined the Bank in 1940. Appointed a
Director in 1958. Chief Manager from 1972 to 1976. Chairman from 1984 to 1997. A Director of Hutchison
Whampoa Limited and Johnson Electric Holdings Limited. Father of Mr. Aubrey LI Kwok-sing.

Aged 83. Appointed a Director in 1968. Honorary Chairman of Hong Kong Commercial Broadcasting
Company Limited. A Director of ABC Communications (Holdings) Limited, Hongkong Land Holdings Limited
and Jardine Matheson Holdings Limited.

The Bank of East Asia, timited

Dr. The Hom.
David LI Kwok-po

GBS, MA, Hon. LLD (Cantab), Hon
DSocSc, FCA, FCPA, FHKSA, FCIB, FHKIB,
FBCS, FCIArD, JP

Chairman and Chief Executive

Dr. Ll Foock-wo
BS, MCS, LLD, DSSc, FCIB, FHKIB, JP

Non-executive Director

Mr. George HO

GBS, P
Independent Non-executive Director
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HERLE

P
BUNNITEFREREREEER

FERAE

FCA
HRTEEREFREEGTR

FRERFL
DBA (Hon), DSS¢ (Hon), LLD (Hon)
BUHBTEERERELESES

ZRERL
GBM, LLD (Hon.), FUC (Lond.), LLB (Lond.}
FEHITEE

FHRHEHS

GBS, MA, MD, B.Chir (Cantab), DSc (Hon),
DLitt (Hon), Hon Doc (Soka), FRCS (Eng &
Edin), FRACS, FACS (Hon), Hon FRCS
(Glasg & 1), Hon FRSM, Hon FPCS, JP

HUITEE

BETREL
8S¢, MSEE, HonDTech, JP
BUHBITEERERLEREER

FHELRE
85¢, MBA
FERITEF

EIEHEE
BSSc, MBA, ACIB, FHKIB, IP
BITEERBITTHAE

RERITER DA

68%% < 280 < 1977EETTES - HHBMERFER - EEEEEEFRAIRMIEHE
BRAWEE -

BARR © FFRTEEHED - 192FERITES - TABERE IR  NLELELTNHERARNITESE -

745% 1987 EELRITES - BENKEMERR AT REERERREER A TERAEE B
EZERNEERDGIAEETPERZRARLFER  FEZAECEERARESRE  BE
HERRERATIERE EBETHNERERLAIRES G (ER) FRARES -

BBk - RERE (B8 BB LR - BEEEEREERAR - NESEBERARIHNITES
K Corus and Regal Hotels plcSERVTTEE £ /7 - TEMRELREEZRKE - BRAEEEEL
ZHE -

515% ° 1995 EATEF - RHEREXF - TERBEEMEEERAFRLINEERARE
Z-ERERBERBZEERTAEHERBKE - AIFNRBERLZESKE RIFHIER -

S15% © 1995FEATTES - REREBRAFES - "RERT BARTRERTHERAR
IR - NRAREEBEERAR  FEAARERAERAR  ZBEEERQR - FE(EFB)
THBBERARNEREBERLAANES - HRATEMNELIZRTF -

THREHTEZERATES  BITHREHEEASE  BREFRER -

BEIMBERTRENBIRZREIE EERITRGRIER  ABEHFERRBEMHER
ZEEZRE  TEESURRIIBEELAHZESRTHESHKAEERERE  HERFF
BESZEGER  HEEMAMIARERLAES  EEA/NEEEFHESEES &
BEARTRYEERAESRATEHZES IR RESFLHEEHERESERFEREES
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Aged 68. Solicitor. Appointed a Director in 1977, Consultant of PC. Woo & Co. A Director of Hongkong
Electric Holdings Limited and Hutchison Whampoa Limited.

Aged 64. Chartered Accountant. Appointed a Director in 1982, Chairman of The Hong Kong Jockey Ciub.
An Executive Director of The Kowloon Dairy Limited.

Aged 74. Appointed a Director in 1987. Chairman and Managing Director of Henderson Land Development
Company Limited and Henderson Investment Limited. Chairman of Henderson Cyber Limited, The Hong
Kong and China Gas Company Limited and Miramar Hotel and Investment Company, Limited. Vice Chairman
of Sun Hung Kai Properties Limited. A Director of Henderson China Holdings Limited and Hong Kong Ferry
(Holdings) Company Limited.

Aged 79. Appointed a Director in 1987. Former Vice President of the Court of Appeal.

Aged 56. Medical Practitioner. Appointed a Director in 1995. The Vice Chancellor and Professor, and
formerly the Chairman of Department of Surgery and the Dean of Faculty of Medicine of the Chinese University
of Hong Kong. A Non-executive Director of China Mobile (Hong Kong) Limited, Henderson Cyber Limited,
The Wharf (Holdings) Limited and Non-executive Chairman of the Board of Corus and Regal Hotels plc.
Member of the Board of Hong Kong Science and Technology Parks Corporation. Brother of Dr. The Hon.
David LI Kwok-po.

Aged 51. Appointed a Director in 1995, Chairman of VTech Holdings Limited. A Director of China-Hongkong
Photo Products Holdings Limited and Li & Fung Limited. Council Member of the University of Hong Kong and
the Hong Kong Trade Development Council. Member and Special Advisor to the Council of Advisors on
Innovation and Technology.

Aged 51. Appointed a Director in 1995. Director of Management Capital Limited. Possesses extensive
experience in the fields of investment banking, merchant banking and capital markets. Also a Director of
Cafe de Coral Holdings Limited, China Everbright International Limited, Chinney Alliance Group Limited,
CNPC (Hong Kong) Limited and Kowloon Development Co. Ltd. Son of Dr. LI Fook-wo.

Aged 52. Joined the Bank in 1973. Appointed Alternate Chief Executive in 1991. Promoted to General Manager
in 1992, Promoted to Deputy Chief Executive and appointed a Director in 1995. Assists the Chief Executive in the
overall management and control of the Group.

Chairman of the Banking and Finance Industry Training Board of the Vocational Training Councdil, Vice President of
the Hong Kang Institute of Bankers, Member of the Standing Commission on Civil Service Salaries and Conditions of
Service, Member of the Financial Services Advisory Committee and China Trade Advisory Committee of the Hong
Kong Trade Development Council, Member of the Protection of Wages on insolvency Fund Board, Member of the
Board of Hong Kong Applied Science and Technology Research Institute Co., Ltd., Member of the Arbitration Panel
under the Leveraged Foreign Exchange Trading Ordinance, Chairman of the Correctional Services Children's Education
Trust Investment Advisory Board and Member of the Process Review Panel for the Securities and Futures Commission.

The Bank of East Asia, Limited

Mr. WONG Chung-hin

P

Independent Non-executive Director
and Member of the Audit
Committee

Mr. Alan LI Fook-sum
FCA

Non-executive Director and
Chairman of the Audit Committee

Dr. LEE Shau-kee

DBA (Hon), DSSc (Hon), LLD (Hon)

Independent Non-executive Director
and Member of the Audit
Committee

Dr. The Hon. Simon LI

Fook-sean
GBM, LLD (Hon.), FUC {Lond.), LLB {Lond.)

Non-executive Director

Professor Arthur LI

Kwok-cheung

GBS, MA, MD, B.Chir(Cantab), DSc (Hon),
DLitt (Hon), Hon Doc (Soka), FRCS (Eng &
Edin), FRACS, FACS (Hon), Hon FRCS
(Glasg & ), Hon FRSM, Hon FPCS, JP

Non-executive Director

Dr. Allan WONG
Chi-yun
BSc, MSEE, HonDTech, JP

Independent Non-executive Director
and Member of the Audit
Committee

Mr. Aubrey L
Kwok-sing

BSc, MBA
Non-executive Director

Mr. Joseph PANG
Yuk-wing
BSSc, MBA, ACIB, FHKIB, iP

Executive Director and Deputy Chief
Executive
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GRESEL
Hon. DBA, Hon. LLD
HMTEE

RHERE

FHKIB
BITEERBTTHAEHY

ERERE

SBS, BSC, MS¢
BUFRITEEREEEREER

AT EREREL

PSM, DPMJ, KMN, JP, Honbitt, Hon. LLD
HRITEE

BRI RE
MSc (Bus Adm), BSc (Eng), FCPA, JP
FEHITEE

FEERE
HHTTEF
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Aged 74. Appointed a Director in 1995, Chairman and Senior Managing Director of Shun Hing Group.
Member of the One Country Two Systems Research Institute Advisory Committee. Honorary Chairman of
Hong Kong Electrical Appliances Manufacturérs Association. Honorary Chairman of the Board of Trustees of
Nanjing University. Consultant of the Tsinghua University Education Foundation and Director of the Centre
for Advanced Study Foundation of Tsinghua University. Honorary Member of the Education Fund of Peking
University and the Board of Trustees of Shanghai Jiao Tong University. Member of the Board of Directors of
Jinan University in Guangdong. Member of the Court of Hong Kang University of Science and Technology
and Hong Kong Polytechnic University.

Aged 55. Joined the Bank in 1965. Company Secretary from 1987 to 1995. Promoted to Generat Manager
in 1992. Appointed a Director in 1996. Promoted to Deputy Chief Executive in 1997, Assists the Chief
Executive in the overall management and control of the Group. Possesses extensive knowledge and experience
in the banking industry. A Director of Chu Kong Shipping Development Company Limited, Four Seas eFood
Holdings Limited and Winsan (China) Investment Group Company Limited. Member of the MPF Industry
Schemes Committee.

Aged 60. Appointed a Director in 2000. Executive Chairman of Vitasoy International Holdings Limited. A
member of the National Committee of the Chinese People's Political Consultative Conference. Member of the
Advisory Council on Food and Environmental Hygiene. Vice President of the Council of Outward Bound Trust
of Hong Kong. Vice-President of the Hong Kong Beverage Manufacturers Assaciation of Hong Kong. Council
Member of the Employers' Federation of Hong Kong. A Director of The East Asiatic Company Ltd. A/S, Hong
Kong Institute of Biotechnology Ltd., Ping Ping Investment Company Ltd. and Sodexho (Hong Kong) Ltd.

Aged 63. Appointed a Director in 2001. The Chairman and Group Chief Executive of the MUI Group of
companies, a diversified conglomerate with business interests in Asia Pacific and several other countries. He
is also the Chairman of Laura Ashley Holdings Plc and a Director of SCMP Group Limited. Previously, Tan Sri
Dr. Khoo had served as Director of Banking Operations in Bank Bumiputra Malaysia Berhad and as Vice
Chairman of Malayan Banking Berhad. Currently, he is a trustee of the Malaysian Humanitarian Foundation
and Regent University, Virginia Beach, USA, and a board member of Northwest College, Seattle, USA.

Aged 50. Appointed a Director in 2001. Mr. Kwok is the Vice Chairman and Managing Director of Sun Hung
Kai Properties Limited, Chairman of Route 3 (CPS) Caompany Limited, Joint Chairman of IFC Development
Limited, an Executive Director of Sunevision Holdings Limited and a Non-executive Director of USI Holdings
Limited. He is currently an Executive Vice President of The Real Estate Developers Association of Hong Kong,
a committee member of the Land Sub-Committee & Planning Sub-Committee of the Land & Building Advisory
Committee, a Government appointed member of the Business Advisory Group, an Honorary Citizen of
Guangzhou and a member of the Ninth Chinese People's Political Consultative Conference Shanghai
Committee. Mr. Kwok holds a Master's degree in Business Administration from The London Business School,
University of tondon and & Bachelor's degree in Civil Engineering from Imperial College, University of London.

Aged 35. Appointed a Director in 2001. The Chairman and Chief Executive of Pacific Century CyberWorks
Limited, the Chairman and Chief Executive of the Pacific Century Group and the Chairman of Singapore-
based Pacific Century Regional Developments Limited. He is a governor of the World Economic Forum for
Information Technologies and Telecommunications, a member of the Center for Strategic and International
Studies' International Councilors Group in Washington, DC; and a member of the International Advisory
Board of the Center for International Development at Harvard University. He is also a member of the United
Nations Information and Communication Technology Advisory Group, and the Council of the City University
of Hong Kong.
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” Based on our well-developed, rational
branch network and well-respected
reputation, we will continue to develop
our domestic retail banking business and
build our consumer franchise. ”

Dr. The Hon. David LI Kwok-po,
Chairman and Chief Executive
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I am pleased to inform shareholders that Tan Sri Dr. Khoo Kay-peng, Mr. Thomas Kwok Ping-
kwong and Mr. Richard Li Tzar-kai, were appointed Non-executive Directors of The Bank of East
Asia ("BEA") in October 2001. Dr. Khoo is Chairman and Group Chief Executive of MUI Group
of Companies, Mr. Thomas Kwok is Vice Chairman and Managing Director of Sun Hung Kai
Properties Limited and Mr. Richard Li is Chairman and Chief Executive of Pacific Century
CyberWorks Limited. | am confident that the valuable contribution of these gentlemen will lead
to the further success of BEA.

In 2001, the BEA Group achieved profit attributable to shareholders of HK$1,600 million, which
represents a decrease of HK$287 million, or 15.2%, over the 2000 figure of HK$1,887 million.
Basic earnings per share were HK$1.12. Return on average assets and return on average equity
were 0.9% and 9.7% respectively.

As at 31st December, 2001, total consolidated assets were HK$181,765 million, of which
59.5%, or HK$108,175 million, were advances to customers. Customer deposits were
HK$140,817 million, while debt instruments issued stood at HK$8,902 million. The lcan to
deposit ratio was 72.3%, compared with 69.7% at the end of last year. Total capital resources
increased by 12.2% to HK$22,538 million.

At the Annual General Meeting to be held on Tuesday, 26th March, 2002, the Directors will
propose a final dividend of HK$0.33 per share which, together with the interim dividend of
HK$0.21 per share paid in September 2001, will constitute a total dividend of HK$0.54 per share
for the full year. This represents a decrease of 16.9% over the total dividend of HK$0.65 per
share for the year 2000 (Note).
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The year 2001 was a difficult one for the Hong Kong banking industry. Margins were squeezed
owing to sluggish foan demand and strong competition, and the 11th September terrorist
attacks aggravated an already difficult trading environment. The operating outlock for 2002
remains weak, and most businesses have adopted a cautious attitude. Credit growth will
continue sluggish, maintaining the current pressure on pricing. In order to gain competitive
advantage, banks will step up the pace of innovation and introduction of new products. Further
consolidation within the industry is possible, as banks look to achieve greater economies of scale.

In the face of these external challenges, our Bank is strengthening its position as one of the most
respected financial institutions in Hong Kong. BEA's achievements continue to garner international
attention. Among other distinctions, during 2001 the Bank was named Best Retail Bank in the
Omega Outstanding Technology and Financial Enterprise Awards, and was awarded 2001 Best
Retail Bank for Hong Kong in the Asian Banker Excellence in Retail Financial Service Award 2001.

As a leading bank in Hong Kong serving the Hong Kong, the Mainland China and Overseas
Chinese communities, we continue to build for the future and strengthen our franchise in Hong
Kong, the Mainland and international markets through strategic acquisitions and organic
growth. In March 2001, BEA completed the previously announced acquisition of FPB Bank
Holding Company Limited, the holding company of First Pacific Bank. In August 2001, United
Chinese Bank Limited was formally merged with BEA, after having operated as a subsidiary for
the preceding six years. Also in August 2001, BEA acquired Grand National Bank in the U.S.
Legal merger with First Pacific Bank will take effect from 1st April, 2002. The work of integrating
First Pacific Bank with the Bank is progressing well, achieving the expected synergies and
building value for shareholders.

Based on our well-developed, rational branch network and well-respected reputation, we will
continue to develop our domestic retail banking business and build our consumer franchise. To
this end, we have launched the Corporate Identity and Branch Transformation projects. These
initiatives will have a significant impact during 2002, enhancing BEA's brand image and
improving the sales performance of our branches. BEA will also seek to broaden the scope of
products and services offered, in order to diversify sources of income. As part of this exercise,
BEA will develop new non-collateral based banking products and services, as well as new
businesses to assist e-commerce.

With the gradual relaxation of restrictions imposed on foreign banks following China's accession
to the World Trade Organization, we will take advantage of our long-standing and leading
position in China to capture potential business opportunities. In addition, we will explore
opportunities to form strategic partnerships with local financial institutions in China.

We will continue to pursue growth through expansion of our core business. Furthermore, we
will seek growth through strategic acquisitions where we identify business opportunities that
allow us to successfully leverage our brand services and operations.

Chairman and Chief Executive
David LI Kwok-po

Hong Kong
5th February, 2002

Note:  Shareholders whose names are on the Register of Members at the close of business on Tuesday, 5th March, 2002 wilf be
entitled to the proposed final dividend. The final dividend will be paid in cash with an option to receive new, fully paid shares
in lieu of cash. This scrip dividend scheme is conditional upon the passing of the refevant resolution at the forthcoming Annual
General Meeting and the Listing Committee of The Stock Exchange of Hong Kong Limited granting the listing of and permission
to deal in the new shares. The dividend warrants and the share certificates for the scrip dividend will be sent to shareholders by
ordinary mail on or about Tuesday, 26th March, 2002. Details of the scrip dividend and the election form will be sent to
shareholders on or about Tuesday, 5th March, 2002.

The Bank of East Asia, Limited

BEA's comprehensive range of
premium quality banking services
have garnered numerous awards
in recent years. In 2001, the Bank
added to its strong list of
achievements:

FEOMEGA K (A A #35) 8y
TBOR GBI R S B ]
FREE B R EERITHEE

Hong Kong 's "Best Retail Bank"
in the Omega Outstanding
Technology and Financial
Enterprise Awards, organised by
OMEGA and Capital Magazine
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The "2001 Best Retail Bank for
Hong Kong" in The Asian Banker
Excellence in Retail Financial
Services Award 2001, organised
by The Asian Banker Magazine
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Financial Review

Financial Performance

The trading environment remained difficult during 2001. The slowdown in the U.S.
economy, compounded by the effects of the event of 11th September, seriously
affected the Hong Kong banking industry's asset quality and profit growth. Against
this difficult environment, the BEA Group recorded a 15.2% decrease in profit
attributable to shareholders, from HK$1,887 million in 2000 to HK$1,600 million.

Although BEA acquired 75% of First Pacific Bank on 22nd December, 2000, its
results for the period from 22nd to 31st December, 2000 were not included in the
consolidated profit and loss account for the year 2000, as they were considered by
the Directors to be immaterial to the Group. First Pacific Bank's net profits for 2001,
however, were consolidated into year 2001's accounts.

During the year, BEA made a number of changes in accounting policies. The
material changes include, among others, accruing proposed dividends when approval
is obtained, capitalising and amortising on a straight-line basis the goodwill arising
on acquisition of subsidiaries, and the adoption of equity accounting for investments
in associates. Prior period adjustments have been made in respect of these
accounting policy changes.

Following the series of interest rates adjustments in the U.S., Hong Kong interest
rates fell to exceptionally low levels. The Hong Kong mortgage market, however, did
not exhibit much recovery, due primarily to the weak market sentiment. Fierce
competition exerted severe pressure on the net interest spread, but this was partially
offset by BEA's prudent control of funding costs. Due largely to the increase in loan
business and other interest earning assets and the consolidation of First Pacific Bank,
net interest income grew 7.6% from HK$3,695 million to HK$3,977 million. Net
interest margin decreased to 2.32%.
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Non-interest income dropped slightly by 3.1% to HK$1,235 million in 2001. Excluding
the non-recurrent surplus in the retirement fund recognised in 2000, growth of 8.4%
would be recorded. Such growth is mainly due to the expansion of business volume,
and consolidation of subsidiaries acquired in the latter part of 2000. Operating
income grew 4.9% to HK$5,212 million from HK$4,970 million in 2000. The
proportion of non-interest income to operating income decreased from 25.6% in
2000 to 23.7% in 2001.

Operating expenses increased 36.3% to HK$2,861 million, primarily due to the
consolidation of subsidiaries acquired and the incurrence of non-recurrent consultancy
fees in connection with the merger of United Chinese Bank and First Pacific Bank with
the BEA Group. As a result, the cost-to-income ratio rose from 42.2% in 2000 to
54.9% in 2001. However, it is expected that gains will be realised in future years,
following this one-off expense.

Operating profit before provisions recorded a negative growth of 18.1% from
HK$2,871 million to HK$2,351 million. As a result of the improvement in the
overall asset quality in the Hong Kong banking industry in the first three quarters
of 2001, despite the asset quality problems arising in the last quarter, BEA's
charge for bad and doubtful debts for the year 2001 decreased by 36.5% to
HK$432 million. Non-performing loans dropped from 3.6% of total loans at the
end of 2000 to 3.1% at December 2001. Operating profit after provisions
decreased by 12.4% to HK$1,919 million.

Starting from 2001, BEA adopted the equity accounting method to account for the
financial performance of investments in associates. As a result, share of profits less
losses of associates decreased 124.6% from a profit of HK$52 million in 2000 to a loss
of HK$13 million. Minority interests in non-wholly owned subsidiaries stood at HK$12
million, representing an increase of 189% over that for 2000. Net profit attributable
to shareholders was HK$1,600 million, a 15.2% decrease over the previous year's
HK$1,887 million.

Financial Position

The total assets of the BEA Group were HK$181,765 million at the end of 2001, 1.4%
up from HK$179,168 million the previous year. BEA also achieved an increase of
4.0% in advances to customers, which totalled HK$108,175 million at the end of the
year.

In 2001, total deposits increased by 0.3% to HK$149,719 miltion, with customer
deposits growing by 1.5%.
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During the year, BEA issued certificates of deposit totalling US$650 million and
HK$1,000 million respectively. Certificates of deposit amounting to US$497 million
and HK$2,150 million were redeemed upon maturity.

In January 2001, BEA issued US$550 million in subordinated notes, and redeemed
subordinated floating rate notes amounting to US$300 million in February 2001.

In July 2001, convertible bonds totalling US$210 million were redeemed at the option
of the bondholders.

At the end of 2001, the face value of the outstanding debt portfolio was HK$8,202
million, including floating rate certificates of deposit with a value of US$13 million
issued by BEA's subsidiary, First Pacific Bank.

After taking into account all debt instruments issued, the loan-to-deposit ratio was
72.3%, being 2.6% higher than the 69.7% reported at the end of 2000.

Risk Management

BEA has established comprehensive risk management procedures that enable it to
identify, measure, monitor and control the various types of risk facing it and, where
appropriate, to allocate capital against those risks. Risk management mechanisms
have been established at different levels throughout the Group. This is supplemented
by active Management involvement, effective internal controls and comprehensive
audits in the best interests of BEA.

The Bank of East Asia, Limited Annual Report 2001 @




BAEZRRE 0BT TEEE
BWEE—R UEDPERES
BoTHE  AXAREFEX
5 TTREAR A (A EE dp FOARTR AT
e -

Personal Finanical Service Centres will be
fntroduced in phases as part of the Branch
Transformation Project, broadening the
range of products and services customers
may purchase at their local BEA branch.

EBEE

B

2000 5 (BITR) BHBEHEGRTATMELE 114 (UWERES) N8BT
R PR 2000 FAE 190 UIRAE 2001 FHE 1811 (LUERE) &4 5 -
K17 (FinanceAsia) BT EZAEBRESELTZ — -

TITHIR BB RELEREDE o 72 2001 & + A7T4E 2000 JP Morgan / FIA Best
Asian Corporate Website Award #8185 - Fis » X7 IER [BUEMERRIRR
SRR E] CRESEHTEE - F1L% (EMBTR) [The Asian Banker 2001 =
EoREEEALE] 2 2001 BRBRESERTRE -

GG
AMBEINEE - ARTRERATMEHR TRIDOES - 212001 F3 ARA - %2
ARz RATTHZENBAT  MEETBHA XS M LG IHREE -

R2001 8 5 AT EPEHSFTHLREH  ME—ALRTHAFES
TERERTEEIER - BPH=TEHNRERT - REHRITRE-AFRITNEHERE
EREHER 2002 F 3 ARETES  MHATHEETRN 2002 £4 81 BER&H -

BEESHA

i 7 TEFIEE

2001 £ 1 B RITEEE AT Kearney EAESTEAIEEMNETEEN AR - EEHEE
ERBHOTHBNEEEE  H2TESNTEXASEEFPREETIE - 28/ AL 2%
REBIBIERT ¢

o FIH—HREMNITEERS B EABES—EEFEE H
BETHEEAREEREIMEE

o JBIUFHIDITIHEHENHE

o SIEFHNITEEREEELNE

o MBI NITRBHEBIE

o BMUFMMHILNEDITNLBITF  FEZHITERIABEE
I R

o REIBEIENERAL -

FATHR BT BT NRIETIE - BHIR 2002 5 10 AR AT E(EEE -

@ RERGTHARLE 0015 FH



Operations Review

Recognition

The Banker ranked BEA as the Number 1 bank (in terms of capital) in Hong Kong and
Number 181 (in terms of capital) on a worldwide basis in 2001, up from Number 190
the previous year. In April, the Bank was recognised as one of Hong Kong's Best
Managed Companies by FinanceAsia Magazine.

BEA's achievements continue to garner international attention. In 2001, it was
awarded the 2000 JP Morgan / FIA Best Asian Corporate Website Award. In
addition, the Bank was named Best Retail Bank in the Omega Outstanding Technology
and Financial Enterprise Awards, and was awarded 2001 Best Retail Bank for Hong
Kong in the Asian Banker Excellence in Retail Financial Service Award 2001.

Integration and Merger Exercise

Following the compulsory acquisition of all outstanding shares in FPB Bank Holding
Company Limited in March 2001, the company became a wholly-owned subsidiary of
BEA and was delisted from The Stock Exchange of Hong Kong.

In August, BEA successfully completed the legal merger with United Chinese Bank.
Progress during 2001 on the merger of First Pacific Bank into the Bank has been
smooth, and customer response has been positive. Integration of the computer and
operations systems of the Bank and First Pacific Bank will take place toward the end of
March this year, and the date of the legal merger of the two banks has been set for
1st April, 2002.

Organisation Restructuring

Branch Transformation Project

In January 2001, the Bank engaged A.T. Kearney to serve as management consuliant
for the Branch Transformation Project. This project aims to free the hidden value of
BEA's branch network, by making sales promotion the primary focus of the network.
The following have been achieved to date:

o Approved a complementary set of model branches, each matched to a target
environment and designed to achieve clearly defined goals;
Devised a new branch sales incentive system;
Developed a new branch performance management system;
Conducted a review of the efficiency of the branch network;
Established methodologies for reengineering branch processes to release resources for
selling; and
Devised a rollout plan for implementing the initiative.

BEA is now in the process of executing the plan, with the aim of completing the
project by October 2002.
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BEA's newly launched corporate
identity retains a strong fink with
the past, while signaling the
dynamism and forward-looking
spirit of the Bank. The new
identity will be introduced
throughout the branch network
during the coming months.
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Relocating Back Office Functions to the Mainland

BEA is taking steps to relocate selected back office functions to the Mainland before
the end of 2002. it is also anticipated that an operations centre will be set up in the
Mainland during the year.

Corporate Identity

During 2000, BEA conducted an internal review of its branding position. It was found
that awareness among the BEA's customers on its corporate image and identity could
be further strengthened.

Landor Associates was appointed to rebuild the Bank's corporate and retail brands.
The overall programme covered analysis and brand strategy development, corporate
identity development and retail identity development. To create a distinctive image
for BEA, an evolutionary approach was employed, bringing together elements of the
past with a vision for the future.

The basic elements of the new corporate identity include a new logotype and the
communicative name "BEA". The signatories have been overhauled to make the
identity unique and contemporary in outlook.

The new retail identity, which will be applied across the entire branch network, ties in
with BEA's core values and projects a modern, dynamic, innovative and user-friendly
image to customers - one that will truly differentiate the Bank from its competitors.
The new outlook complements the effort to transform the branches from transaction-
focused to sales-oriented outlets. A key component of the transformation exercise has
been to enhance the appeal of the branch network to customers, both new and old.

Personal Banking

Branch Distribution

BEA continually reviews operations, with the aim of
optimising the efficiency of the local branch distribution
network.

In January 2001, a new branch was opened at Hong
Kong Baptist University, while, in March, a branch was
opened at Metro City Plaza to provide convenient and
comprehensive banking services to the new-town community
of Tseung Kwan O. In mid May, the China Resources
Building Branch was relocated from the ground level to
a more prominent site at podium level, and renamed
Harbour Road Branch.

In November, seven branches that duplicated services offered by larger branches
nearby were closed and merged with the larger branches.

FE BT F L0 227755 2001
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The opening of Metro City Plaza
Branch at Tseung Kwan O in
March 2001

The Bank of East Asia, Limited  Annual Report 2001 @




RITLRERTREHFTETEL
HEEERERERR AL
B [RERTREBEE] IR
% ZEBRERELETREP,
EHRIHGEE -

BEA Chairman and Chief
Executive Dr. David K.P. Li and
Postmaster General Mr. P.C. Luk
of Hongkong Post kicked off the
BEA Bank-Cert — the first
organisational e-cert for
corporate clients.
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BEA's Branch Rationalisation Project is on-going. The Bank will continually review
branch locations and explore new business opportunities, so as to enhance the
efficiency of the branch network. During 2002, BEA will aggressively pursue its
strategy of opening new branches at strategic locations, while closing those with low
potential.

East Asia Cyberbanking

In the first quarter of 2001, BEA launched MyCyberWorld, an innovative solution for
total financial management over the Internet. MyCyberWorld offers customers
complete access to their investment and finance portfolios, through MyAccount,
MyStock, MyBill, MyProperties, MylLoans, and MyCreditCards.

During 2001, BEA consolidated its reputation for innovation in online banking by
becoming the first bank in Asia to launch Personal Digital Assistant Transactional
Banking for Pocket PC users and the first Bank in Hong Kong to launch an Electronic
Bill Presentment Service.

Customer Relationship Management System

During 2001, BEA implemented a Customer Relationship Management ("CRM")
system, to assist in the analysis of customer preferences and behaviour. Such knowledge
will generate significant business value to the Bank by facilitating marketing campaigns
that are more targeted and event-driven.

Property Loans

Despite 11 cuts in the prime lending rate, the overall property market in 2001
remained quiet due to weak consumer sentiment. To counter the limited loan demand
and keen competition, BEA introduced new mortgage products and services during
the year. The Bank reached a number of agreements with property developers to offer
fixed rate mortgages for new development projects. These have proven an attractive
new addition to the product group, as the market generally believes that interest rates
have neared the bottom of the rate cycle. Furthermore, following the Hong Kong
Monetary Authority's relaxation of the loan cap on mortgages in 'negative equity’,
BEA launched a special scheme with a view to capturing new business from credit-
worthy customers.

Consumer Loans

In the face of vigorous competition in the consumer loan market, BEA launched a
series of promotional programmes to boost its consumer loan business. The initiative
allowed it to achieve double-digit growth in this business, despite the overall flat
performance of the consumer loan market in Hong Kong during 2001.
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Credit Cards

BEA's credit card business recorded notable expansion in 2001. The Bank launched a
comprehensive marketing programme to promote its card products, and achieved an
overwhelming response. Growth rates, in terms of number of cards, cardholder sales
volume and card receivables, well exceeded the market average.

During 2001, BEA introduced six new co-branded card programmes to tap niche
markets with high business potential. These included PC/ Credit Card, PCCW-No. 1
Club VISA Card, CASH VISA Card and SPACE Credit Card. First Pacific Bank rclled out
UNISOFT VISA Card and Dragon Centre MasterCard.

Responding to the challenge of bad debt control within the industry, BEA has
instituted a proactive portfolio management and credit management policy. Following
integration with First Pacific Bank by the end of the first quarter of 2002, BEA's credit
card business will benefit from greater economies of scale. The marketing success
achieved during 2001 will be built upon during 2002, in order to further enhance the
value of the Bank's card business. Furthermore, the new CRM system will assist in
analysing consumer spending behaviour and provide the basis for future marketing
campaigns.

Corporate Banking

Corporate Lending and Syndication

Given that the sluggish domestic economy has depressed investment sentiment and
hence demand for loans to finance new projects, the corporate lending market in
2001 was mainly driven by refinancing activities undertaken by prominent corporations
seeking to refinance existing loan facilities at a lower interest spread. Several major
syndicated deals received overwhelming response.

To enhance its position as one of the key lenders in the community and to further
enhance asset quality, BEA has adopted a more proactive role in arranging and
underwriting syndicated deals. It has also fostered closer relationships with large local
and international corporations by offering structured facilities on a bilateral basis.

Whilst the asset size of corporate and syndicated loans, compared with that as of 31st
December, 2000, recorded some growth, the size of participation in each new
syndicated loan increased substantially, enabling BEA to further lower the average
administration cost for maintaining the foan portfolio.

Following assumption of the role of Co-ordinating Arranger for a number of prominent
syndicated deals in 2001, BEA will continue to engage in high quality and return-
justified deals and will maintain its active presence in the lending market to generate
new business opportunities.
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A total of six new co-branded
card programmes were
introduced by the BEA Group
during 2001
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Commercial Lending

Taking into consideration the adverse impact of the global recession and, in particular,
the event of 11th September on the manufacturing and export sectors, the performance
of the Commercial Lending Department has been satisfactory.

With China's entry to the World Trade Organization ("WTO"}, Hong Kong will benefit
from increased trade flows between China and overseas markets.

Given the market environment, an aggressive plan has been formulated to promote
trade finance services proactively. This initiative aims at promoting higher utilisation of
previously granted facilities by existing customers, and developing new customer
relationships.

Community Lending

The Community Lending Department was established in September 2001 to bring
together BEA's expertise in lending to Small and Medium Enterprises ("SMEs"). The
department provides comprehensive financial services to SMEs, including overdrafts,
short-term loans and instalment loans.

The Department has initiated a marketing effort directed at SMEs, bolstered by close
cooperation with the Trade and Industry Department and the Trade Development
Council. Participation in the SME Business Installations and Equipment Loan Guarantee
Scheme, sponsored by the HKSAR Government, has also been an effective means to
bring new business to BEA.

Securities Lending

Affected by the sluggish local stock market in 2001, the business of the Department
was fair. Performance during 2002 will continue to be influenced by the movement
of the stock market. Anticipating that the market will be less volatile during 2002,
BEA intends to take a more proactive marketing stance to increase the market share in
this line of business.

To fully take advantage of the opportunities, additional resources are being deployed
to strengthen the marketing force.

Bank of East Asia (Trustees) Limited

Mandatory Provident Fund

With more than 20 years' experience in retirement scheme management, Bank of East
Asia (Trustees) Limited is an approved trustee under the Mandatory Provident Fund
Schemes Ordinance for both the Master Trust Scheme and the Industry Scheme. By
providing professional one-stop MPF services, covering trustee, scheme administration,
investment management and custody services, BEA has successfully expanded its MPF
business in 2001. Growth in membership in the Industry Scheme has been particularly
strong.
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Trust Service

In addition to being an approved trustee under the MPF Schemes Ordinance, Bank of
East Asia (Trustees) Limited also offers a wide range of trustee services. These include
acting as executor or trustee of wills, and trustee of family trusts, investment funds,
unit trusts, charities and public funds, etc. In 2001, the Company was appointed
Custodian for the maintenance funds of a number of housing estates under the
Tenants Purchase Scheme. For 2002, the Company will continue to increase its
market share in the trust business.

East Asia Corporate Cyberbanking

In August 2001, BEA launched Corporate Cyberbanking, equipped with sophisticated
security features to ensure complete control over account access. The service improves
management's ability to manage company cash flow. Now that BEA's corporate
Internet banking platform is in place, the focus for the coming year will be on offering
a complete set of B2B payment and settlement tools for e-commerce.

Business Development
In 2001, the Business Development Department assumed a significantly higher profile.
The results of its stepped-up marketing effort include:

e Sponsored the SME Finance Net Programme, organised by the Hong Kong Productivity
Council. Under this sponsorship, two seminars were conducted to promote bank
services, under the topics: Financing Your Business in China and International Trade
Finance Services.

Signed a memorandum of understanding with the Hong Kong Trade Development
Council to launch the SME Finance Support Programme.

Promoted corporate electronic banking services, including Corporate Cyberbanking
Service, Payment Gateway Services, CyberPayment Service, Magnetic Autopay Service
and East Asia Interlink Service.

Established a collaboration with TradeCard, inc. in April 2001 to provide secure and
efficient online access to trade finance services.

Introduced a privileged retail banking services package for the employees of
corporate clients, named East Asia Relationship Employee Benefits Scheme.

In 2002, BEA will continue to co-operate with government bodies and trade
associations / unions. Following China's successful accession to WTO, BEA will
closely monitor the market situation and design more sophisticated banking products
to assist local SMEs to expand their business in Hong Kang and the Mainland.

Investment Banking

East Asia Securities Company Limited - Cybertrading Service

The growth in Cybertrading accounts throughout 2001 has been very encouraging,
recording an increase of 80% over last year. On average, two out of five new
accounts opened have subscribed to the Internet trading service. Currently, more than
30% of securities clients have subscribed to Internet trading.
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The East Asia Bancassurance
Service Centre was set up in
October 2001 to provide a 365-
day-a-year, comprehensive
insurance service.
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In April, 2001, East Asia Securities Company Limited successfully launched an enhanced
Interactive Voice Recognition Phone Trading System (*IVRS"). IVRS is a fully automated
online electronic trading channel, complementing BEA's existing electronic dealing
channels such as the Internet and mobile phones.

East Asia Securities Company Limited has implemented various incentive schemes,
including a significantly lower commission rate and minimum commission rate per
trade, to encourage clients to execute trades via its user-friendly electronic trading
platform. The schemes have generated strong response from clients and delivered
satisfactory results. Currently, the volume of transactions executed via the Cybertrading
System, expressed as a percentage of total turnover, accounts for some 50% of
trading volume and 37% of transaction turnover.

As part of a continuing effort to upgrade the Cybertrading Service, East Asia Securities
Company Limited has plans to implement online trading via Personal Digital Assistants
in the second quarter of 2002.

Bancassurance

BEA's bancassurance products were extended to all branches of First Pacific Bank
following the acquisition of it by the Bank.

The Bancassurance Valuable Saving Insurance Plan was introduced in June 2001, a life
insurance product that has attracted overwhelming feedback from the market.

The East Asia Bancassurance Service Centre was opened in Causeway Bay in October
2001, offering 365-day-a-year insurance service to the public.

Blue Cross Insurance

Blue Cross recorded a 15.2% rise in general insurance premiums written in 2001,
compared with the previous year. New product growth has been spectacular. Blue
Cross entered the life insurance business in 2000. In 2001, it grew its base by 963%
in terms of annualised premiums.

An innovative online tool has been provided to all Blue Cross distributors to enhance
operating efficiency. Distributors may now access Blue Cross product details and
application forms via the Internet, and have policies issued online.
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The Xi'an Branch opened in
August 2001, making BEA the
first foreign bank to open a
branch in the entire north-
western region of China.
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Corporate Services

Company Secretarial, Share Registration and Business Services

To consolidate the BEA Group's position as the pre-eminent provider in Hong Kong of
company secretarial, share registration and business services, Secretaries Limited, the
Group's subsidiary, acquired from PricewaterhouseCoopers 100% share interest in
Abacus Share Registrars Limited, a major provider of share registration service, in June
2001. Additionally, effective from 15th January, 2002, Tricor Holdings Limited, a joint
venture of BEA (71.31%), New World Group (23%) and Deloitte Touche Tohmatsu
{5.69%), acquired from Ernst & Young 100% shareholding in Tengis Limited. Tengis
Limited has enjoyed an excellent reputation as a major provider of corporate services
in Hong Kong for almost 30 years.

Secretaries Limited, a major professional corporate services provider acquired by the
Group from Deloitte Touche Tohmatsu in September 2000, Abacus Share Registrars
Limited and Tengis Limited undoubtedly enhance the Group's position as Hong Kong's
foremost provider of professional corporate services. These acquisitions have therefore
been important elements of BEA's commitment to providing a full range of financial,
investment and related services to both businesses and individuals.

Offshore Corporate and Trust Services

The Group offers a full range of offshore corporate and trust services through its
wholly-owned subsidiary, East Asia Corporate Services (BVI) Limited and its associate,
East Asia International Trustees Limited, both of which are located in the British Virgin
Islands. These companies have engaged legally qualified and experienced staff in the
BVI who, assisted by the Group staff in Hong Kong, offer convenient, immediate and
efficient services to corporate and individual clients.

China Operations

China joined the WTO in December 2001, opening a new page for BEA. Once the
relevant rules and regulations are in place, BEA's China branches will be able to
conduct foreign-currency business with local enterprises and residents throughout
China. Moreover, according to the timeline set aut in China's WTO accord, the Bank
will be able to expand its RMB business with local enterprises and residents in China in
the coming years.

At present, RMB services are offered through the Shanghai and Shenzhen branches.
The two branches witnessed rapid growth in this business in 2001.

BEA opened new branches in Macau and Xi'an in March and August 2001, respectively.
It is anticipated that the Beijing Representative Office will be upgraded to a full branch
in 2002.
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With the acquisition of Grand
National Bank in California in
August 2001, BEA has expanded
its retail banking activities on the
West Coast of the United States.
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The Taipei Branch operated satisfactorily during 2001. BEA expects to establish a new
branch in Kaohsiung in 2002.

A number of initiatives are being pursued to take advantage of opportunities in China:

e Planning to list BEA's shares on China's stock exchanges, preferably by way of
Chinese Depository Receipts, pending the formal announcement of relevant rules
and regulations by the relevant government authorities in China.

e Exploring opportunities for forging strategic alliances with local banks in China.

¢ Preparing to launch Internet banking in China, subject to approval from the People's
Bank of China. A China Cyberbanking service would create a virtual branch
network throughout the country, broadening business horizons.

Overseas Operations

Event of 17th September

The 11th September terrorist attack on the World Trade Centre in New York has had
no major impact on the operations of BEA's branches in the U.S., apart from the
forced closure of the New York Chinatown Branch for two days for security reasons.
No staff members were harmed, nor did the bank building on 202 Canal Street suffer
any damage.

All New York branches were fully operational by 14th September, 2001. Despite the
difficult situation, the New York Chinatown Branch launched Sunday banking services
as scheduled on 4th November, 2001,

Acquisition of Grand National Bank, California

The acquisition of 100% interest in Grand National Bank in California was successfully
consummated on 14th August, 2001. Grand National Bank, which focuses on the
Asian community, is a full service commercial bank specialising in import and export
trade financing to individuals and SMEs. This acquisition will strengthen BEA's
competitive advantage in the U.S. by offering a comprehensive range of retail and

wholesale banking services to individual and corporate customers.
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Human Resources

Human Resources Division actively participated in the Integration Project, with the
objective of better positioning BEA's staff grading system, compensation and benefits
against the market. To assist staff in responding to the fast-moving business
environment, the Division continuously reviews and customizes its training programmes,
keeping employees abreast of the BEA Group's financial services and business strategies.
Among the latest initiatives are the introduction of e-Learning and Continuing
Professional Training Programmes. These measures are part of the BEA Group's
continuing efforts to enhance productivity.

Following a review that took into account changes in BEA's organisational structure
and market focus, the employment contracts of 200 local employees were terminated
in mid-January 2002.

BEA Group employees as at the end of January 2002:
Hong Kong 3,886 persons
Other Greater China 666 persons
Overseas 368 persons

Total 4,920 persons

Dealing in Listed Securities of BEA

During the year, Convertible Bonds due 2003 totalling US$209,665,000, listed on the
Luxembourg Stock Exchange, were redeemed at the option of the bondholders. Save
for this redemption by the bondholders, there was no purchase, sale or redemption by
BEA, or any of its subsidiaries, of listed securities of BEA during the year ended 31st
December, 2001.

Executive Director Executive Director Chairman and Chief Executive
CHAN Kay-cheung Joseph PANG Yuk-wing David LI Kwok-po

Hong Kong
5th February, 2002
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NOTICE IS HEREBY GIVEN that the Eighty-third Annual General Meeting of the members of the Bank

will be held in the Ballroom, The Ritz-Carlton, 3 Connaught Road Central, Hong Kong on Tuesday, 26th @ B EA
March, 2002 at 11:00 a.m. for the following purposes:

1. To receive and consider the Profit and Loss Account and Balance Sheets for the year
ended 31st December, 2001 together with the Reports of the Directors and of the
Auditors;

2. To declare a final dividend;

3. To elect Directors;

4. To appoint Auditors;

As special business, to consider and, if thought fit, pass with or without amendments, the following
ordinary resolutions:

5. "THAT

(a) subject to and conditional upon the Listing Committee of The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”) granting approval for the listing of and permission to deal in the
shares to be issued and allotted pursuant to the exercise of the options in accordance with the
terms and conditions of the Staff Share Option Scheme 2002 of the Bank (the "Scheme 2002"),
the rules of which are contained in the document marked "A" produced to the meeting and for
the purposes of identification signed by the Chairman thereof, the Scheme 2002 be and is hereby
approved and adopted and the Directors of the Bank be and are hereby authorized to do all such
acts and to enter into all such transactions, arrangements and agreements as may be necessary
or expedient in order to give full effect to the Scheme 2002 including but without limitation:
{i) to administer the Scheme 2002 under which options will be granted to eligible persons

under the Scheme 2002 to subscribe for shares;

(i) to modify and/or amend the Scheme 2002 from time to time provided that such modification
and/or amendment is effected in accordance with the provisions of the Scheme 2002 relating
to modification and/or amendment, provided always that the total number of shares subject
to the Scheme 2002 shall not exceed the limits referred to therein;

(iii) to issue and allot from time to time such number of shares in the capital of the Bank as may

be required to be issued pursuant to the exercise of the options under the Scheme 2002

provided always that the total number of shares subject to the Scheme 2002, when aggregated

with any shares subject to any other share option schemes, shall not exceed 5% of the
relevant class of the issued share capital of the Bank as at the date of passing this Resolution,

but the Bank may seek approval of its shareholders in general meeting for refreshing the 5%

limit under the Scheme 2002 and the maximum number of shares in respect of which options

may be granted under the Scheme 2002 and any other share option schemes of the Bank
in issue shall not exceed 15% of the relevant class of the issued share capital of the Bank
from time to time;

to make application at the appropriate time or times to the Stock Exchange; and any other

stock exchanges upon which the issued shares of the Bank may for the time being be listed,

for listing of and permission to deal in any shares which hereafter from time to time be issued
and allotted pursuant to the exercise of the options under the Scheme 2002; and

(v) toconsent, if it so deems fit and expedient, to such conditions, modifications and/or variations

as may be required or imposed by the relevant authorities in relation to the Scheme 2002.

=

(iv

(b) the existing Staff Share Option Scheme 1999 which was adopted by the Bank on 30th March,
1999 be and is hereby terminated with immediate effect.”

6. "THAT

(a) a general mandate be and is hereby unconditionally given to the Directors to exercise during the
Relevant Period all the powers of the Bank to allot, issue and dispose of additional shares of the
Bank and to make or grant offers, agreements, options or warrants which would or might require
the exercise of such powers either during or after the Relevant Period, not exceeding 20% of
the aggregate nominal value of the share capital of the Bank in issue as at the date of this
Resolution as increased by the scrip dividend issue approved pursuant to item 2 of the Notice
of this Meeting; otherwise than any shares which may be issued pursuant to the following events:
(i) arights issue;

(i) the exercise of the rights of conversion attached to the Convertible Bonds due 2003 issued
by the Bank;

The Bank of East Asia, Limited
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(i) any option scheme or similar arrangement for the time being adopted for the grant or issue
to the employees of the Bank and its subsidiaries of shares or rights to acquire shares of the
Bank; or

(iv) any scrip dividend or similar arrangement in accordance with the Articles of Association of
the Bank; and

W
1]
L

(b) for the purposes of this Resolution:

'Relevant Period' means the period from the passing of this Resolution until whichever is the

earlier of;

(iy the conclusion of the next Annual General Meeting of the Bank;

(i) the expiration of the period within which the next Annual General Meeting of the Bank is
required by law to be held; and

{iii) the date on which the authority set out in this Resolution is revoked or varied by an ordinary
resolution of the members in general meeting.”

7. "THAT

(a) a general mandate be and is hereby unconditionally granted to the Directors to exercise during
the Relevant Period all the powers of the Bank to repurchase ordinary shares of HK$2.50 each
in the capital of the Bank in accordance with all applicable laws and the requirements of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited or of any
other stock exchange as amended from time to time provided however that the aggregate nominal
amount of the shares to be repurchased pursuant to the approval in this paragraph shall not
exceed 10% of the share capital of the Bank in issue as at the date of this Resolution as increased
by the scrip dividend issue approved pursuant to item 2 of the Notice of this Meeting; and

(b} for the purposes of this Resclution:

'Relevant Period' means the period from the passing of this Resolution until whichever is the

earlier of:

(i) the conclusion of the next Annual General Meeting of the Bank;

(i) the expiration of the period within which the next Annual General Meeting of the Bank is
required by law to be held; and

(i) the date on which the authority set out in this Resolution is revoked or varied by an ordinary
resolution of the members in general meeting.”

8. "THAT, conditional on the passing of Rescfutions in item 6 and item 7 of the Notice of this Meeting,
the general mandate granted to the Directors to allot shares pursuant to the Resolution set out in
item 6 of the Notice of this Meeting be and is hereby extended by the addition to the aggregate
nominal amount of the share capital which may be allotted or agreed to be allotted by the Directors
pursuant to such general mandate an amount representing the aggregate nominal amount of the
share capital of the Bank repurchased by the Bank under the authority granted pursuant to the
Resolution set out in item 7 of the Notice of this Meeting."

By Order of the Board
Molly HO Kam-lan

Company Secretary

Hong Kong
5th February, 2002

Notes:

(@) The Register of Members of the Bank will be closed from Thursday, 28th February, 2002 to Tuesday, 5th March, 2002. {n arder to
qualify for the final dividend, all transfer documents should be lodged for registration with Standard Registrars Limited, 5th Floor,
Wing On Centre, 111 Connaught Road Central, Hong Kong, by 4:00 p.m. Wednesday, 27th February, 2002.

(b) A member entitled to attend and vote at the above Meeting may appoint a proxy to attend and vote in his place. A proxy need not
be a member.
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The Directors have pleasure in presenting their report together with the audited
accounts for the year ended 31st December, 2001.

Principal Activities

The Bank and its subsidiaries (the "Group") are engaged in the provision of banking
and related financial services, and company secretarial, share registration and busi-
ness services.

Profit

The consolidated profit of the Group for the year ended 31st December, 2001,
together with particulars of the appropriations which have been made therefrom or
which are recommended, and the state of the Bank's and the Group's affairs as at
that date are set out in the accounts on pages 68 to 125.

Major Customers

The Directors believe that the five largest customers of the Bank accounted for less
than 30% of the total of interest income and other operating income of the Bank
for the year.

Donations

Donations made by the Group during the year for charitable and community
purposes amounted to approximately HK$2,519,000 (2000 : HK$2,521,000).

Share Capital

During the year, a sum of HK$32,055,000 standing to the credit of the share
premium account was capitalised and applied in paying up in full at par 12,822,080
shares of HK$2.50 each which were ailotted and issued to shareholders who had
elected to receive new shares in lieu of the 2000 final dividend and the 2001 interim
dividend.

During the year, 5,884,374 shares of HK$2.50 each were issued for cash at premium
totalling HK$84,419,000 on the exercise of options granted under the approved
Staff Share Option Schemes.

Convertibie Bonds due 2003

In 2001, Convertible Bonds (the "Bonds”) due 2003 totalling HK$1,634,863,000
(US$209,665,000) were redeemed at the option of the bondholders. During the
year ended 31st December, 2001, no Bonds were converted by the bondholders and
there were HK$316,891,000 (US$40,640,000) of the Bonds outstanding at 31st
December, 2001. The Bonds are listed on the Luxembourg Stock Exchange.

Dealings in Listed Securities of the Bank
Save for the redemption of HK$1,634,863,000 (US$209,665,000) Convertible Bonds
by the bondholders, there was no purchase, sale or redemption by the Bank, or any

of its subsidiaries, of listed securities of the Bank during the year ended 31st
December, 20071.
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Directors
The present Directors of the Bank are shown on page 5.

KHOO Kay-peng, Thomas KWOK Ping-kwong and Richard LI Tzar-kai were appointed
non-executive Directors of the Bank in October 2001. They, being eligible, offer
themselves for re-election at the Annual General Meeting to be held on Tuesday,
26th March, 2002,

In accordance with the Articles of Association of the Bank, apart from the Chief
Executive, all the Directors including non-executive Directors are subject to retire-
ment by rotation and re-election at the Annual General Meeting. Accordingly, LI
Fook-wo, Joseph PANG Yuk-wing, William MONG Man-wai and CHAN Kay-cheung
retire and, being eligible, offer themselves for re-election at the Annual General
Meeting 1o be held on Tuesday, 26th March, 2002.

None of the Directors of the Bank has a service contract with the Bank.

No contracts of significance to which the Bank or any of its subsidiaries was a party
and in which a Director of the Bank had a material interest subsisted at the end of
the year or at any time during the year.

None of the Directors of the Bank is interested in any business apart from the Bank's
business, which competes or is likely to compete, either directly or indirectly, with
the Bank's business.

At no time during the year was the Bank or any of its subsidiaries a party to any
arrangement to enable the Directors or Chief Executive of the Bank or their spouses or
children under 18 years of age to acquire benefits by means of the acquisition of
shares in or debentures of the Bank or any other body corporate with the exception of
the Staff Share Option Schemes, details of which are set out in the following section
under the heading “Information on Share Options” and Note 2(s) on the accounts.

The Chairman and each of the Directors including the independent non-executive
Directors received HK$150,000 and HK$75,000 respectively as directors' fees for the
year ended 31st December, 2001. The fees to the directors appointed during the
year were paid according to their length of services.

Audit Committee

The composition of the Audit Committee is shown on page 5. George HO resigned
as an Audit Committee member in March 2001. The Audit Committee is answerable
to the Board and the principal duties of the Committee include the review and
supervision of the Bank's financial reporting process and internal controls. The
Committee met three times during the year 2001. The Chairman and each of the
members of the Audit Committee received HK$20,000 and HK$10,000 respectively
as remuneration for the year ended 31st December, 2001,

Directors' and Chief Executive's interests

As at 31st December, 2001, the beneficial interests of the Directors and Chief
Executive in the share capital of the Bank disclosed in accordance with the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the "Listing Rules") were as follows:-
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R ERE E Number of Ordinary Shares Held

B AR RiEER AEER HibEz BER
# £ Name Personal Family  Corporate Other Total
interests Interests Interests Interests Interests

TEE
David LI Kwok-po 17,073,916 639,336 17,713,252¢
ESER
Ul Fook-wo 1,235,804 1,235,804
e
George HO 860,139 7,912,023 8,772,162
=88
WONG Chung-hin 46,810 344,131 390,941
FRER
Alan LI Fook-sum 6,994,329 30,217,428' 37,211,757
EIRE
LEE Shau-kee 647,985 1,000,000! 1,647,985
ZEE
Simon LI Fook-sean 458,000 3,069,000 3,527,000
FEE
Arthur LI Kwok-cheung 7,594,363 7,594,363
E iV
Allan WONG Chi-yun 10,122,659 10,122,783
FEE
Aubrey U Kwok-sing 21,499 , 30,499,253° 30,551,318
ERE
Joseph PANG Yuk-wing 204,318 204,318*
ERE
William MONG Man-wai 722,764 722,764
R E
CHAN Kay-cheung 215,584 215,584
ERE
Winston LO Yau-lal £ Nil
R 4R
KHOO Kay-peng 1,000,000' 1,000,000
RT
Thomas KWOK Ping-kwong £ Nil
B
Richard LI Tzar-kai 4 Nl

.EX% DAEBEFREEZ L~ LRERLEE

. EERD EE‘V%{W TEZRE METHOFEAERZELNTEA -

. KERDE—EEECARLRE NFEESZESET | UREA -

. BrRSREGREERS f‘??¢‘%’fﬁ“’%§§3&”ﬁ§ B FHE PEERRESERTHREREXTERRERG - 18
P B AR ARIERVE AR T3 [RBREARN) BT

Notes:

(1) Such shares were held through corporations in which the respective Directors control one-third or more of the voting power.

(2) Such shares were held through discretionary trusts in which family members of Allan WONG Chi-yun are beneficiaries.

{3} Such shares were held through a discretionary trust in which Aubrey Lt Kwok-sing is one of the beneficiaries

4) Apart from the shares as disclosed herein, share options to subscribe for ordinary shares of the Bank have been granted to David LI Kwok-
0o, Joseph PANG Yuk-wing and CHAN Kay-cheung pursuant to the approved Staff Share Option Schemes. Information in relation to
their share options during the year 2007 were shown in the following section under the heading "Infarmation on Share Ogtians”.
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information on Share Options

BB ETRA MR ESERRENERINT

Information in relation to share options of the Bank disclosed in accordance with the
Listing Rules was as follows:-

1.7 2001 1 A 1 BEARITREOBRE:
QOutstanding Options at 1st January, 2001:

IR

BE(R)

ZREHE RFEH Exercise
Number of Date of E=p] TEH Price

The Bank of East Asia, Limited

Options  Grant Vesting Period Exercise Period HK$

ZER 131,200 23/04/1996  23/04/1996 - 22/04/1897  23/04/1997 - 23/04/2001  21.14
David LI Kwok-po 136,800  29/04/1997  29/04/1997 - 28/04/1998  29/04/1998 - 20/042002 2459
133,800  20/04/1998  20/04/1998 - 19/04/1399  20/04/1999 - 20/04/2003 1530

145000 21/04/1999  21/04/1999 - 200472000  21/04/2000 - 21/04/2004  12.09

145,000 2000472000 20/04/2000 - 19/0472001  20/04/72001 - 20/04/2005  16.46

EEE 117369 23/04/1996  23/04/1996 - 22/04/1997  23/04/1997 - 23/04/2001  21.14
Joseph PANG Yuk-wing 122,400 29041997  29/04/1997 - 28/04/1998  29/04/1998 - 29/04/2002  24.59
119,400 20/04/1998  20/04/1998 - 19/04/1999  20/04/1999 - 20/04/2003  15.30

130,000 21/04/1999  21/04/1999 - 20/0472000  21/04/2000 - 21/04/2004  12.09

130,000 20/04/2000  20/04/2000 - 19042001  20/04/2001 - 20/04/2005  16.46

- BEE 117,369 23/04/1996  23/04/1996 - 22/04/1997  23/04/1997 - 23042001  21.14
CHAN Kay-cheung 122,400 2900441997  29/04/1997 - 28/04/1998  29/04/1998 - 29/04/2002 2459
119,400  20/04/1998  20/04/1998 - 19/04/1999  20/04/1999 - 20/04/2003  15.30

130,000 21041999  21/04/1939 - 20/04/72000  21/04/2000 - 21/04/2004  12.08

130,000  20/04/2000  20/04/2000 - 19/04/2001  20/04/2001 - 20/04/2005 1646

= Mlliort 9,901,384  23/04/1996  23/04/1996 - 22/04/1997  23/04/1997 - 23/04/2001  21.14
Aggregate 13,767,800  29/04/1997  29/04/1997 - 28/04/1998  29/04/1998 - 29/0472002  24.59
total of employees* 7,358,000  20/04/1998  20/04/1998 - 19/04/1999  20/04/1999 - 20/04/2003 1530
7,447,000 21/04/1999  21/04/1999 - 200472000  21/04/2000 - 21/04/2004  12.09

12,393,000  20/04/2000  20/04/2000 - 19042001  20/0472001 - 20/04/2005  16.46
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ZEE
David LI Kwok-po

S
Joseph PANG Yuk-wing

BEE
CHAN Kay-cheung

BB~ mEs
Aggregate

total of employees*

- SHIEE
HIRER
1T 8
TiEE

Date of Grant
Vesting Period
Exercise Period :
Exercise Price

RERITERD A 20015

2BEsE

Number of
Cptions
136,800
133,800
145,000
145,000
850,000

122,400
119,400
130,000
130,000
400,000

122,400
119,400
130,000
130,000
400,000

13,013,400
5,410,600
4,658,000

11,295,000
3,870,000

BEFaH
Date of

Grant

29/04/1997
20/04/1998
21/04/1999
20/04/2000
19/04/2001

29/04/1897
20/04/1998
21/04/1999
20/04/2000
19/04/2001

29/04/1997
20/04/1998
21/04/1999
20/04/2000
19/04/2001

29/04/1997
20/04/1998
210471999
20/04/2000
18/04/2001

19/04/2001
19/04/2001 - 18/04/2002
19/04/2002 - 19/04/2006

: HK$16.96

2. 742001 F 12 A 31 BRFRTEARRE
Qutstanding Options at 31st December, 2001:

A
Vesting Period
29/04/1997 - 28/04/1998
20/04/1998 - 19/04/1999
21/04/1993 - 20/04/2000
20/04/2000 - 19/04/2001
19/04/2001 - 18/04/2002

29/04/1997 - 28/04/1998
20/04/1998 - 18/04/1999
21/04/1999 - 20/04/2000
20/04/2000 - 19/04/2001
19/04/2001 - 18/04/2002

29/04/1997 - 28/04/1998
20/04/1998 - 19/04/1999
21/04/1899 - 20/04/2000
20/04/2000 - 19/04/2001
19/04/2001 - 18/04/2002

29/04/1997 - 28/04/1998
20/04/1998 - 19/04/1999
21/04/1999 - 20/04/2000
20/04/2000 - 19/04/2001
19/04/2001 - 18/04/2002

3.8Z 2001 12 A 31 BUESFEERBEOERE
£ 2001 £ 4 B 19 H
S 2001 % 4 B19 83 -2002 %4 A18 B
©2002 54 B19 8 -2006%4 3198
B 16.96 7T

T
Exercise Period
29/04/1998 - 29/04/2002
20/04/1939 - 20/04/2003
21/04/2000 - 21/04/2004
20/04/2001 - 20/04/2005
19/04/2002 - 18/04/2006

29/04/1998 - 29/04/2002
20/04/1999 - 20/04/2003
21/04/2000 - 21/04/2004
20/04/2001 - 20/04/2005
19/04/2002 - 19/04/2006

29/04/1998 - 29/04/2002
20/04/1999 - 20/04/2003
21/04/2000 - 21/04/2004
20/04/2001 - 20/04/2005
19/04/2002 - 19/04/2006

29/04/1998 - 29/04/2002
20/04/1999 - 20/04/2003
21/04/2000 - 21/04/2004
20/04/2001 - 20/04/2005
19/04/2002 - 19/04/2006

ER
(%)

Exercise
Price

HG

2459
15.30
12.09
16.46
16.96

24.59
15.30
12.09
16.46
16.96

24.59
15.30
12.09
16.46
16.96

2458
15.30
12.09
16.46
16.96

Options granted during the year ended 31st December, 2001 (the "Options") :




RREER RREEE
AREHR RAME4R19R ZREHE RANFR2A3NA
RANE4R 198 B (T) RANE2ZA3NE B ()
Number of Options  Option Value  Number of Options Option Value

At 19/04/2001 AL 19/04/2001 At 31/12/2001 At 31/12/2001
Fnote (2)) (i note (3))

HKS HKS
EIF A Grantee :
David LI Kwok-po 850,000 4,309,500.00 850,000 2,873,000.00
Joseph PANG Yuk-wing 400,000 2,028,000.00 400,000 1,352,000.00
BHE
CHAN Kay-cheung 400,000 2,028,000.00 400,000 1,352,000.00

feR ek
Aggregate total of
Employees* 3,965,000 20,102,550.00 3,870,000 13,080,600.00

#8 Total © 5,615,000 28,468,050.00 5,520,000 18,657,600.00

.
"~

) RERTTRORBRERE BB - AaMTIERBE 17007 ¢
(2) ERRIBNFE - SR EEEEER RBEANTZ BREFAE  FRER 2001 £4 5198 (AIRBEEALZAH) ¥
JEME 28 468,050.00 7T °
EEBFIE 1537% + B2001 E4 519 BXEH S5 FRINEESTREOIAGES -
FEEEE 133.96% - BIERITERG B 2000 F 4 F19 BE 2001 £4 519 AL THENEFIEE -
REREE 13.71% + BEHT 2001 EZE@?}&”$$ o
EHREIBRE EF211%  APRTEESFREHRE -
BREHESHENES 5 F
Bie: () FBREREMBAEESIEETRITRER 2000 F4 519 BZ2001 54 F19 BAAZ EEIREEES
/'\);v“ o
(i) BRERENEANEHREBRELL; £ FHISRETLRETENSH
ERREN R - AT AT E R RIRANTZ (f;s)% fgfézoov 12 A31 A#E#&%18657,000.00 T -
EEGFE 14.98% © A2001 F12 831 BX EEFHALIEE o
FBERE 127.52% - BERITELG & 2001 &£ £12 31 BeJi B FRIBE -
BHREE 13.93% - BAERIT 2001 —%ﬁ%’i}i\zé& o
FBHREBRE - HFF211%  BARTEZSFREERE
ORI BMELS 43 F
B2 () FRERENENELESESETRTER 2001 F1 81 BE2001 €12 531 BERZER
SEi e
(i) BRERENSERNEEREEREBTRITREREL S FOERELIEEENS
(4) BrETEEIERa QU mIsRRRIE Y & (E S ST E IR - BB B R RiE e B 5 E5TIN ) B BHR R IR 15+ BIF] FETTEIR
BB R -
R - TR M%zmnﬁa‘*“zfs FUERLRGIE AN EEE7 NHEEGRNSZEE FEETEERR
BEZHETEERAPRSEEN— BEENRETERETEFIEBT BN BELE TR 5E « FTTERR
2R REE) n%?é?é\ﬁ(ﬁ@%‘z#ﬂﬁ,‘%;ﬁﬂ%f%“

(1) The closing price of the shares of the Bank immediately before the date on which the Options were granted was
HK$17.00.
(2) According to the Black-Scholes model’, the total value of the Options was estimated at HK$28,468,050.00 as at 19th
April, 2007 (when the Options were granted) with the following variables and assumptions:-
- Risk Free Rate : 5.37%, being the approximate yield of 5-year Exchange Fund Note traded on 19/04/2001
- Expected Volatility - 33.96%, being the annualised volatility of the closing price of the shares of the Bank from
19/04/2000 to 19/04/2001
- Expected Dividend
- Yield 1 3.71%, being 2001 prospective dividend yield of the shares of the Bank
- Growth Rate 1 2.11% p.a., being 5-year historical dividend growth rate of the Bank
- Expected Life of the Options . 5 years
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Assumptions: (i) There is no material difference between the expected volatility over the whole life of the Options
and the historical volatility of the shares of the Bank over the period of 19/04/2000 to 19/04/2001.
(i) There is no material difference between the dividend growth rate over the whole life of the Options
and the historical dividend growth rate of the Bank over the previous 5 years.

(3) According to the Black-Scholes model’, the total value of the Options was estimated at HK$18,657,000.00 as at 31st

December, 2001 with the following variables and assumptions.-

- Risk Free Rate : 4.98%, being the approxinate yield of 5-year Exchange Fund Note traded on 31/12/20071

- Expected Volatility 1 27.52%, being the annualised volatility of the closing price of the shares of the Bank from
01/01/2001 to 31/12/2001

- Expected Dividend
- Yield 1 3.93%, being 2001 prospective dividend yield of the shares of the Bank
- Growth Rate 1 2.11% p.a., being 5-year historical dividend growth rate of the Bank

- Expected Life of the Options : 4.3 years
Assumptions: (i) There is no material difference between the expected volatility over the whole life of the Options
and the historical volatility of the shares of the Bank over the period of 01/01/2001 to 31/12/2001.
(i) There is no material difference between the dividend growth rate over the whole life of the Options
and the historical dividend growth rate of the Bank over the previous 5 years.

4} All the options forfeited before expiry of the Options will be treated as fapsed options which will be added back to the

number of shares available to be issued under the relevant share option scheme.

" The Black-Scholes model (the "Model”) is developed to estimate the fair value of publicly traded options that have no vesting
restriction and are fully transferable. The Model is only one of the commonly used models to estimate the fair value of an
option. The value of an option varies with different variables of certain subjective assumptions. Any change in the variables
s0 adopted may materially affect the estimation of the fair value of an option.

4. BE 20010 F£12 A 31 BIEFERTENRRERE

Number of Options exercised during the year ended 31st December, 2001:

MELBRHE #

iTEE B ()
BFHE BROBE B () AWA
Date of Grant No. of shares  Exercise Price  Closing Price #
HK$ HK$
FEE TEA i TEA T iE A
David LI Kwok-po N/A Nil N/A N/A
TERE TEA 4 TR NEA
Joseph PANG Yuk-wing N/A Nit N/A N/A
S TER £ TER TE R
CHAN Kay-cheung N/A Nil N/A N/A
=R DECE 23/04/1996 435,974 21.14 2051
Aggregate total of 29/04/1997 £ Nil 24,59 THEANA
employees* 20/04/1998 1,947,400 15.30 20.09
21/04/1999 2,789,000 12.09 19.61
20/04/2000 712,000 16.46 18.13
19/04/2001 E Nl 16.96 TER NA




5. 8% 2001 £12 A 31 BELFRERNEHOAREYE &=
Number of options cancelled during the year ended 31st December, 2001 ; Nil

6. WEMBREAEERPEZ 2001 F 12 A 31 BLEFERNRRNRREHE -
Number of options lapsed during the year ended 31st December, 2001:

#¥ 8 Date of Grant ZIREE E No. of Options
Z B H David LI Kwok-po 23/04/19%6 131,290
B E 4 Joseph PANG Yuk-wing 23/04/1996 117,369
PRI S CHAN Kay-cheung 23/04/1996 117,369
ERNBR 23/04/1996 9,465,410
Aggregate total of employees* 29/04/1997 754,400
20/04/1998 £ Nil
21/04/1999 £ Nl
20/04/2000 386,000
19/04/2001 95,000

7. BRI STBURE N RIBM T 2(s)
The accounting policy adopted for share options is set out in note 2(s) on the
accounts.
7 (EEFE) FEey [FEERY)) TiFaER
FERITR 17 TE IR 1 BESRARIETT 1 BB 2 e pos A (B

= Employees working under employment contracts that were regarded as "Continuous Contracts” for the purpose of the Hong Kong
Employment Ordinance

# The annual weighted average ("AWA") closing price of the shares of the Bank immediately before the dates on which the options
were exercised

BB AT EESD 0 R 2001 £ 12 B 31 H @ NIFFTHEERITRAER S fIanE2Bsk 18
BUTF BB R TETARAMARERBRITS ET BB AR AR EREEE -

Save as disclosed above, as at 31st December, 2001, none of the Directors or Chief
Executive of the Bank or their spouses or children under 18 years of age were
granted or exercised any right to subscribe for any equity or debt securities of the
Bank or any of its associated corporations.

The Bank of East Asia, Limited
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Information on Share Option Scheme

Summary of the Staff Share Option Scheme (the” Scheme”) adopted on 30th March,
1999 disclosed in accordance with the Listing Rules was as follows:

1.
2.
3.

Purpose of the Scheme
Participants of the Scheme

Total number of share
available for issue under
the Scheme and % on
issued share capital at
31st December, 2001

. Maximum entitlement of

each participant under the
Scheme

. The period within which

the shares must be taken
up under an opticn

. The minimum period for

which an option must be
held before it can be ex-
ercised

. The amount payable on

application or acceptance
of the option and the
period within which pay-
ments or calls must or
may be made or loans
for such purposes must
be paid

. The basis of determining

the exercise price

9. The remaining life of the

Scheme

As incentive to employees
Eligible employees including executive directors

70,495,374 shares (4.92%)

10% of the aggregate of all shares subject to
the Scheme

Commencing on the first anniversary of the
Date cf Grant of such options and expiring
at the close of business on the fifth anniversary
thereof

From the Date of Grant of such options up
to the day immediately before the first anniversary
thereof

N/A

The exercise price is determined by the Directors
and being not less than the greater of:

(@) 95% of the average closing price of
the existing shares of the Bank on The
Stock Exchange of Hong Kong Limited
on the 5 business days immediately
preceding the date of offer of such
option; and

(b) the nominal value thereof

The Scheme Period will end on 31st March, 2004
(Note: The Scheme will be terminated on
26th March, 2002 subject to approval at the
Annual General Meeting to be held on the
same date.)

The Bank of East Asia, Limited
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Substantial Shareholders’ Interests

So far as is known to the Directors, none of the shareholders of the Bank was
interested in 10% or more of the issued share capital of the Bank which was
required to be recorded in the Register of Interests pursuant to Section 16(1) of the
Hong Kong Securities (Disclosure of Interests) Ordinance as at 31st December, 2001,

Compliance

(1) In preparing the accounts for the year 2001, the Bank has fully complied with
the standards set out in the Supervisory Policy Manual "Financial Disclosure by
Locally Incorporated Authorized Institutions® issued by the Hong Kong Monetary
Authority on 2nd November, 2001.

(2) The Bank has complied with the Code of Best Practice as set out in Appendix 14
of the Listing Rules throughout the year ended 31st December, 2001.

Auditors

A resolution for the re-appointment of KPMG as auditors of the Bank is to be
proposed at the forthcoming Annual General Meeting.

On behalf of the Board
David LI Kwgok-po
Chairman and Chief Executive

Hong Kong
5th February, 2002
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To The Shareholders of The Bank of East Asia, Limited

{incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 68 to 125 which have been prepared in
accordance with accounting principles generally accepted in Hong Kong.

Respective Responsibilities of Directors and Auditors

The Hong Kong Companies Ordinance requires the Directors to prepare accounts
which give a true and fair view. In preparing accounts which give a true and fair
view it is fundamental that appropriate accounting policies are selected and applied
consistently, that judgements and estimates are made which are prudent and
reasonable and that the reasons for any significant departure from applicable
accounting standards are stated.

It is our responsibility to form an independent opinion, based on our audit, on those
accounts and to report our opinion to you.

Basis of Opinion

We conducted our audit in accordance with Statements of Auditing Standards issued
by the Hong Kong Society of Accountants. An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures in the accounts. It also
includes an assessment of the significant estimates and judgements made by the
Directors in the preparation of the accounts, and of whether the accounting policies
are appropriate to the Bank's and the Group's circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance as to whether the accounts are free from
material misstatement. In forming our opinion we also evaluated the overall adeguacy
of the presentation of information in the accounts. We believe that our audit
provides a reasonable basis for our opinion.

Opinion

In our opinion, the accounts give a true and fair view of the state of affairs of the
Bank and of the Group as at 31st December, 2001 and of the Group's profit and
cash flows for the year then ended and have been properly prepared in accordance
with the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants

Hong Kong
5th February, 2002
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For the Year Ended 31st December,

2001

Interest income
Interest expense

Net interest income
Non-interest income

Operating income
Qperating expenses

Operating profit before provisions
Charge for bad and doubtful debts

Operating profit after provisions
Net profit/(loss) on disposal of fixed assets
Net profit on disposal of held-to-maturity debt

securities, investment securities and associates

Provisions on held-to-maturity debt securities,
investment securities and associates
Share of profits less losses of associates

Profit for the year before taxation
Taxation

Profit for the year after taxation
Minority interests

Profit attributable to shareholders

Appropriations:

Transfer to general reserve

Dividends attributable to the year
Interim paid
Final paid in respect of previous year
Final proposed

Earnings per share
- basic
- diluted
- cash based

73 Notes 2001 2000 E3; Restated
BT THKS'000 %I HKS000

9,742,663
(5,765,245)

10,666,351
(6,971,021)

3,977,418
1,234,567

3,695,330
1,274,531

5,211,985
(2,860,768)

4,969,861
(2,098,752)

2,351,217
(432,385)

2,871,109
(680,614)

1,918,832 2,190,495
8,369 (5,167)

21,445 16,071

(45,049) (72,530)
(12 741) 51,878

1.890,856
(279,119)

2,180,747
(289, 541)

o w & o

1,611,737 1,891,206
(ﬂ’i 931) (4,128)

o ¢ ¢ 9 2 6 B8 o & o o

‘ﬂ,599,806 1,887,078

462,000 780,000
300,430 281,252

1.821 421
473,050 636,650

BE HKS B HKS

FE7IE125 BZWERAEEREZ — 85 The notes on pages 73 to 125 form part of these accounts.
g
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For the Year Ended 31st December, 2001
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H1:% Notes 2001 ZOOO £ Restated
%ﬁ%h HK$'000 :F7E HKY' ooo

Net losses not recognised in the profit and loss account
Exchange differences arising on translation of:
Exchange revaluation reserve

(2000 : as previously reported) 299 (10,846)
Prior period adjustment * (11,309)
Exchange revaluation reserve
(2000 - as restated) 29(f) (29,139) (22,155)
Statutory reserves * 29(d) (2) 20
Other revaluation reserves * 29(g) (839) 240
Retained profits * 29(h) {4,745) 1,801
Net losses not recognised in the profit
and loss account (2000 : as restated) (34,725) {20,094)
Net profit for the year
As previously reported 29(h) 1,871,022
Prior period adjustments arising from:
Amortisation of restated goodwill (15,789)
Adoption of equity accounting for
investments in associates 31,845
Net profit for the year (2000 : as restated) 1,599,806 1,887,078
Total recognised gains and losses 1,565,081 1,866,984

Prior period adjustments arising from the changes in
accounting policies adjusted against the following items
as at 1st January, 2000 are:-

General reserve 29(b)
- restatement of goodwiill 177,394
- arising from adoption of equity accounting
for investments in associates 6 570
Statutory reserves 29(d)
- arising from adoption of equity accounting
for investments in associates 5,464
Exchange revaluation reserve 29(f)
- arising from adoption of equity accounting
for investments in associates (12,256}
Other revaluation reserves 29(g)
- arising from adoption of eguity accounting
for investments in associates (164)
Retained profits 29(h)
- praposed final dividend restated 529,388
- amortisation of restated goodwill (35,762)
- arising from adoption of equity accounting
for investments in associates 204,280

* arising from adoption of equity accounting for investments in associates

The notes on pages 73 to 125 form part of these accounts.
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2001%12/318 As at 31st December, 2001
#7132 Notes 2001 2000 E% Restated
BETTHKS000 BT ITHKS 000
EE ASSETS
ReREHER Cash and short-term funds 15 43,760,587 46,040,764
ERITREM SRS Placements with banks and other
R1E1R2EAR financial institutions maturing
IHMER between one and twelve months 25 11,045,510 11,969,489
EMBREENESEE Trade bills less provisions 578,962 563,321
HENFRE Certificates of deposit held 25 2,419,445 2,127,126
HuEHIRE Other investments in securities 16(3) 4,150,218 2,790,091
ENREENER R EMBERE Advances and other accounts less provisions 17,18 109,851,558 105,621,128
BEIHEBES Held-to-maturity debt securities 16(h),25 2,433,861 2,802,104
BEES investment securities 16(c) 201,346 205,795
BeNFIRE Investments in associates 20 608,584 710,626
BE Goodwill 21 1,885,986 1,594,072
BETeE Fixed assets 2 4,828,876 4,743,734
EERE Total Assets 181,764,933 179,168,250
=R LIABILITIES
RATREMBEE Deposits and balances of banks and
BENERRER other financial institutions 25 5,168,251 4,899,329
BEFEER Deposits of customers 25 140,816,751 138,747,250
ERITFRE Certificates of deposit issued 25 8,585,600 8,544,198
BRTHERES Convertible bonds issued 23,25 316,891 1,952,254
RERELRE Tax and deferred taxation 26 430,290 332,880
HtnRERER Other accounts and provisions 3,909,434 4,604,220
EERE Total Liabilities 159,227,217 159,080,131
BXR CAPITAL RESOURCES
BEEX Loan capital 27 4,271,123 2,339,850
DEERRER Minority interests 19,092 441174
R Share capital 28 3,583,711 3,536,945
& Reserves 29 14,663,790 13,770,150
REER Shareholders' Funds 18,247,501 17,307,095
BAREE Total Capital Resources 22,537,716 20,088,119
BRRBEBE Total Capital Resources and Liabilities 181,764,933 179,168,250

BEER002FE2A5ARAERFEER -

EZ ZEM
[G:3=2
BRE
FEFRITHEA ZEA

E73E 125 R W BARET 35 -

@ =s8FERLA 0015 FH

Approved and authorised for issue by the Board of Directors on 5th February, 2002.

Directors

LI Fook-wo

George HO
WONG Chung-hin

Chairman and Chief Executive

David Li Kwok-po

The notes on pages 73 to 125 form part of these accounts.
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As at 31st December, 2001
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ASSETS

Cash and short-term funds

Placements with banks and other
financial institutions maturing
between one and twelve months

Trade bills less provisions

Certificates of deposit held

Other investments in securities

Advances and other accounts less provisions

Amounts due from subsidiaries

Held-to-maturity debt securities

Investment securities

Investments in subsidiaries

Investments in associates

Goodwill

Fixed assets

Total Assets

LIABILITIES

Deposits and balances of banks and
other financial institutions

Deposits of customers

Certificates of deposit issued

Canvertible bonds issued

Amounts due to subsidiaries

Tax and deferred taxation

Other accounts and provisions

Total Liabilities

CAPITAL RESOURCES

Loan capital

Share capital
Reserves

Shareholders” Funds
Total Capital Resources

Total Capital Resources and Liabilities

77 Notes 2001 2000 &3 Restated
BT HKS'000 BT HKS'000
15 37,290,782 38,603,529
25 10,619,842 11,086,914
555,120 519,596
25 1,741,145 1,502,523
16(a) 3,742,150 2,618,970
17,18 92,255,970 84,318,617
24(a) 1,410,752 1,329,981
16(b).25 1,651,475 1,288,342
16(c) 143,818 138,224
19 5,978,298 6,721,725
20 194,489 210,155
21 107,050 -
22 3,390,481 2,447,686
159,081,372 150,786,262
25 5,127,576 4,859,837
25 111,632,681 103,947,440
25 10,684,233 10,642,803
23,25 316,891 1,952,254
24(b) 11,490,137 8,204,191
26 388,512 300,443
2,840,417 3,046,353
142,480,447 132,953,321
27 - 2,339,850
28 3,583,711 3,536,945
29 13,017,214 11,956,14
16,600,925 15,493,091
16,600,925 17,832,941
159,081,372 150,786,262

Approved and authorised for issue by the Board of Directors on 5th February, 2002,

Directors

LI Fook-wo

Chairman and Chief Executive

George HO
WONG Chung-hin
David LI Kwok-po

The notes on pages 73 ta 125 form part of these accounts.
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REXBEDRE R/

For the year ended 31st December, 2001

NET CASH (OUTFLOW) /

f13% Notes

2001 2000 E3R Restated

BT T HKS000 BETFITHKS000

RARE INFLOW FROM OPERATING ACTIVITIES 31(a) (978,348) 12,339,984
REBHR RETURNS ON INVESTMENTS AND

BMERNE SERVICING OF FINANCE

WEEE L RRE Dividends received from associates 33,525 12,676

WERAEHFRE Dividends received on equity securities 21,753 12,285

ZHEEER Interest paid on loan capital, certificates of

BERTERERESFE deposit and bonds issued (1,278,259) (940,891)

T EBRRE Ordinary dividends paid (709,064) (575,962)
REEBRBENLS NET CASH OUTFLOW FROM RETURNS ON

ZHESR PR INVESTMENTS AND SERVICING OF FINANCE {1,932,045) {1,491,892)
HE TAXATION

1/ (BH) ERFEHBR Hong Kong profits tax refund / (paid) 12,968 (67,399)

BB E Qverseas tax paid {45,114) (63,320}
EAREEHE TOTAL TAX PAID (32,146) (130,719)
REEH INVESTING ACTIVITIES

BARMDES Purchase of equity securities (25,096) (51,555)

HEROBHMEHE Proceeds from sale of equity securities 63,226 30,067

EAETEE Purchase of fixed assets (322,452) (146,720)

HERTEEMSIIE Proceeds from disposal of fixed assets 12,353 2,799

BARZERRES Purchase of associates {4,002) (115,779)

HEBS N EESREHRE Proceeds from disposal of associates 49,152 2,478

BAKBRFZ Net cash (outflow) / inflow from

He (Rt RAFE acguisition of subsidiaries 310 (78,771) 2,743,785
BREFHzRE (RH)/ NET CASH (QUTELOW)/

RATHE INFLOW FROM INVESTING ACTIVITIES (1,205,590) 2,465,075
BENZHE R AARE NET CASH (OUTFLOWY) / INFLOWY BEFORE FINANCING (4,148,129) 13,182,448
BE FINANCING

BITEEER Issue of loan capital 31(d) 4,272,498 2,340,000

BEOEEER Redemption of loan capital 31(d) {2,339,790) -

BITEBRE Issue of ordinary share capitat 3119 84,419 110,367

EINEITRA Capital fee paid on increase in

ERBRA issued share capital 31(d) (30) (30)
BIGEHE Issue of certificates of deposit 31(d) 6,069,750 3,894,950
BEEFRER Redemption of certificates of

ARk ES deposit and convertible bonds 31(d) (7,661,667) (4,202,097)

BEFMZASRARE NET CASH INFLOW FROM FINANCING 425,180 2,143,190
AR ERBEEER {DECREASE) / INCREASE IN CASH AND

(R / 188 CASH EQUIVALENTS (3,722,249) 15,325,638
1A1REZESREREEEE CASH AND CASH EQUIVALENTS AT 1st JANUARY 46,564,625 31,238,987
12831 Az ReRERABEER CASH AND CASH EQUIVALENTS AT 31st DECEMBER  37(e) 42,841,676 46,564,625

B73E 125 BZEETEER 55 -

The notes on pages 73 to 125 form part of these accounts.
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Principal Activities

The Bank and its subsidiaries (the "Group") are engaged in the provision of banking and related
financial services, and company secretarial, share registration and business services.

Significant Accounting Policies

{a) Statement of Compliance

These accounts have been prepared in accordance with all applicable Statements of Standard
Accounting Practice ("SSAP") and Interpretations issued by the Hong Kong Society of
Accountants, accounting principles generally accepted in Hong Kong and the requirements
of the Hong Kong Companies Ordinance. These accounts also comply with the applicable
disclosure provisions of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited, A summary of the significant accounting policies adopted by the
Group is set out below.

Basis of Preparation of the Accounts

The accounts are prepared on a basis consistent with the accounting polices and methods
adopted in the previous year except for the changes in accounting policies mentioned in
Note 3.

With effect from 27th August, 2001, United Chinese Bank Limited (" UCB*) has been merged
with the Bank through The Bank of East Asia, Limited Ordinance, under which all the assets
and liabilities situated in Hong Kong and the rights and obligations of UCB as expressly
governed by Hong Kong law have been transferred to the Bank. By virtue of this Ordinance,
the accounts of the Bank for the year ended 31st December, 2001 were prepared as if the
undertaking of UCB had vested in the Bank on 1st January, 2001.

The measurement basis used in the preparation of the accounts is historical cost modified by
the revaluation of certain land and buildings in 1989 and 1991, and the marking to market
of certain investments in securities as explained in the accaunting policies set out below.

Basis of Consolidation
(i) Subsidiaries

The consolidated accounts include the accounts of the Bank and alt its subsidiaries made
up to 31st December each year. A subsidiary, in accordance with the Hong Kong
Companies Ordinance, is a company in which the Group, directly or indirectly, holds
more than half of the issued share capital, or controls mare than half of the voting
power, or controls the composition of the Board of Directors. In the Bank's balance
sheet, an investment in a subsidiary is stated at cost Jess any impairment losses
{(Note 2(m)).
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All material intercompany transactions and balances are efiminated on consolidation.
The results of subsidiaries acquired or disposed of during the year are included in the
consolidated profit and loss account from or to the date of their acquisition or disposal,
as appropriate.

Minority interests represent the interests of outside shareholders in the operating results
and net assets of subsidiaries.

Co-operative joint ventures in the PRC are accounted for as subsidiaries, whereby the
Group bears the entire risk and liabilities and shares ali the profit and loss of the co-
operative joint ventures after paying the guaranteed distribution to the joint venture
partner in the PRC.

Associates

An asseciate is a company in which the Group or the Bank has significant influence, but
not control or joint control, over its management, including participation in the financial
and operating policy decisions.

An investment in an associate is accounted for in the consolidated accounts under the
equity method and is initially recorded at cost and adjusted thereafter for the post-
acquisition change in the Group's share of the associate's net assets, goodwill arising on
acquisition of the associate and impairment loss.

The consolidated profit and loss account reflects the Group's share of the post-acquisition
resuits of the associates for the year, less any amortisation of goodwill charged during
the year in accordance with Note 2 ()).

The Bank accounts for the results of associates to the extent of dividends received.
Investments in associates are stated at cost less any impairment losses (Note 2(m)).

(d) Translation of Foreign Currencies

Transactions in foreign currencies are transiated into Hong Kong dollars at the rates of
exchange ruling at the transaction dates. Monetary assets and liabilities denominated in
foreign currencies are translated into Hong Kong dollars at the rates of exchange ruling at
the balance sheet date. The exchange differences are dealt with in the profit and loss
account.

Foreign currency assets, being equity investments or other long-term non-monetary assets,
the holding or the use or the subsequent disposal of which will generate receipts in a foreign
currency, hedged by foreign currency borrowings are translated into Hong Kong dollars at
the exchange rates ruling at the balance sheet date.

The accounts of overseas branches, subsidiaries and associates are translated into Hong
Kong dollars at the rates of exchange ruling at the balance sheet date. Exchange differences
arising from retranslation of opening net assets at the rates of exchange ruling at the balance
sheet date are accounted for in reserves.
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On disposal of a foreign enterprise, the cumulative amount of the exchange differences
which relate to that foreign enterprise is included in the calculation of the profit or loss on
disposal.

Interest and Fees

Interest income and expense are recognised in the profit and loss account on a time-
apportioned basis on the principal outstanding and at the rate applicable, except in the case
of doubtful debts.

Fees and commission income and expenses are recognised in the profit and loss account
when earned or incurred.

Dividend income from unlisted investments is recognised when the shareholder's right to
receive payment is established. Dividend income from listed investments is recognised when
the share price of the investment goes ex-dividend.

Advances and Other Accounts

Advances to customers, banks and other financial institutions are measured at the cash
consideration at the time of acquisition and are stated in the balance sheet after deducting
provisions for estimated losses at subsequent periods.

Interest on doubtful loans and advances is credited to a suspense account which is netted in
the balance sheet against the relevant balances.

Provision for Bad and Doubtful Debts

Provision is made against specific doubtful debts as and when they are considered necessary
by the Credit Committee with authority delegated by the Board of Directors and in addition
an amount has been set aside as a general provision for advances. When there is no longer
any realistic prospect of recovery, the outstanding debt is written off.

Properties

(i) Bank premises and investment properties are stated in the balance sheet at cost or at the
Directors' valuation, by reference to an independent professional valuation, less
accumulated depreciation.
Surplus arising on revaluation is credited to the property revaluation reserve.
In preparing these accounts, advantage has been taken of the transitional provisions set
out in paragraph 80 of SSAP 17 "Property, Plant and Equipment" issued by the Hong

Kong Society of Accountants, with the effect that bank premises have not been revalued
to fair value at the balance sheet date.

(ii

Profit or loss on disposal of properties is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in the profit and loss
account upon disposal. Any related revaluation surplus is transferred from the property
revaluation reserve to the general reserve.

The Bank of East Asia, Limited Annual Report 2001 @




() BREEFE

() |ITITHE

KA TWATEY HEL
BRI BRI R -
REMONAFHENERERE
B ERERSOFRARE L
HREaMRET e R E
bl

RAME

HEEME20FER LN TP
HE - FEEMNISEHERE
REEEET HRSEEHE20
EGUT  ERAREFHENER
FREFREEEERAEEE
THHSHEEIRETNEEER
HERE -

(i) BB T EE

HEthETEERENARRITE
RABEBRBERA - WEEENRK
FENESZRBHIEEETR
FHETRAERME -

() HERE

@)

RERRREASFABE

EAEENELEESFAELEE
B BERN () 18 (nE
%@K%@mﬁéaﬁﬁ%ﬁﬁ
FERREANEnEELERRE
R REBAERESHIENR
EAMFEAE -

&W%ﬁu%iﬁ
EEQEE SRIZAE
T ﬁﬁ EXHRZAGARENE
HENHFHUERS B ARE
& - HENRBRIARAEEES S
BEN—EA RN ERER
REEGREHENGHELIAR
R

BEHRE

(i)

§

Amortisation and Depreciation

{iy Bank premises

Freehold Iand is not amortised. Leasehold land is amortised on a straight line basis over
the remaining term of the lease. Buildings are depreciated on a straight line basis at
rates calculated to write off the cost or valuation of each building aver its estimated
useful life of 50 years or the remaining lease period of the land on which it is situated,
whichever is the shorter.

i) Investment properties

No depreciation is provided on fand where the residual lease is greater than 20 years.
Buildings with either the remaining useful life or the remaining lease period of the land
on which they are situated being 20 years or less are depreciated on a straight line basis
at rates calculated to write off the cost or valuation of the building over the shorter of
the remaining estimated useful life of the building or the remaining lease period of the
land.

(iii) Other fixed assets

Other fixed assets are stated in the balance sheet at cost less accumulated depreciation,
which is calculated on a straight line basis to write off the assets over their estimated
useful lives from 4 to 20 years.

Leased Assets

() Assets held for use in operating leases

Where the Group leases out assets under operating leases, the assets are included in the
balance sheet according to their nature and, where applicable, are depreciated in
accordance with the Group's depreciation policies, as set out in Note 2(). Impairment
losses are accounted for in accordance with the accounting policy as set out in Note 2
(m).

i} Operating lease charges

Where the Group has the use of assets under operating leases, payments made under
the leases are charged to the profit and loss account in equal instalments over the
accounting periods covered by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the leased asset. Lease
incentives received are recognised in the profit and loss account as an integral part of the
aggregate net lease payments made. Contingent rentals are charged to the profit and
loss account in the accounting period in which they are incurred.

(k} Investments in Securities

BRAEREERIRIEMBREED
FIREN - EBEERRGBESRE
RUATAFAAL -

Investments in debt and equity securities, except those held either solely for the purpase of
recovering advances or as investments in subsidiaries or associates, are accounted for as
follows.
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Investments in securities are classified as held-to-maturity debt securities, investment securities
and other investments in securities, and are recognised as assets from the date an which the
Group is bound by the contract which gives rise to them.

Transfer of a security between categories of investments is accounted for at fair value. The
profit or loss arising from transfers between categories of investments is accounted for as if
the investment had been sold and repurchased at the date of transfer.

The profit or loss on disposal is accounted for in the period in which the disposal occurs as
the difference between the sales proceeds and the carrying amount of the investments.

(i) Held-to-maturity debt securities

Held-to-maturity debt securities are investments in debt securities which the Group has
the expressed intention and ability to hold to maturity, and are stated at amortised cost
less any provisions in their value which reflects their credit risk.

Provisions are made and recognised immediately as an expense when carrying amounts
are not expected to be fully recovered, but are written back to income when the
circumstances and events that led to the write-downs or write-offs cease to exist and
there is persuasive evidence that the new circumstances and events will persist for the
foreseeable future. The amount written back is limited to the amount of the write-
downs or write-offs.

(i) Investment securities

Investment securities are securities which are intended to be held on a continuing basis,
and which are held for an identified long-term purpose documented at the time of
acquisition or change of purpose and are clearly identifiable for the documented purpase.

Investment securities are included in the balance sheet at cost less provisions for diminution
in value which are other than temparary. Such provision is determined for each investment
individually. Provisions are recognised as an expense immediately and are written back
to income when the circumstances and events that led to the write-downs or write-offs
cease to exist and there is persuasive evidence that the new circumstances and events
will persist for the foreseeable future. The amount written back is limited to the amount
of the write-downs or write-offs,

(iil) Other investments in securities

Other investments in securities are those securities which are not classified as held-to-
maturity debt securities nor as investment securities, and are stated at fair value at the
balance sheet date. Unrealised holding gains or losses arising on revaluation of securities
to fair value are dealt with in the profit and loss account.
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Goodwill

The excess of the purchase consideration in refation to the acquisition of subsidiaries and
associates over the Group's share of fair value ascribed to their net tangible assets and
identifiable intangible assets represents the goodwill arising on acquisition.

In respect of subsidiaries, goadwill is capitalised and amortised on a straight line basis over
its estimated useful life not exceeding 20 years, and is stated in the consolidated balance
sheet at cost less accumulated amortisation and any impairment losses (Note 2(m)). The
amortisation of goodwill is recognised in the cansolidated prafit and loss account as an
operating expense.

On disposal of a subsidiary, any unamartised purchased goodwil is included in the calculation
of the profit or loss on disposal.

In respect of associates, goodwill is capitalised and amartised on a straight line basis over its
estimated useful life. The cost of goodwill less any accumulated amortisation and any
impairment losses (Note 2 (m)) is included in the carrying amount of the investments in
associates.

Impairment of Assets

At each balance sheet date, if internal and external sources of information indicate that any
property (other than investment properties), equipment, investments (including those
“Investments in subsidiaries and associates” (Note 2(c)) but other than those accounted for
as "Other investments in securities” under Note 2(k)) or goodwill is impaired, the asset's
recoverable amount is estimated, and an impairment loss is recognised in the profit and loss
account whenever the carrying amount of an asset exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of time value of money
and the risks specific to the asset. Where an asset does not generate cash inflows largely
independent of those from ather assets, the recoverable amount is determined for the smallest
group of assets that generates cash inflows independently (i.e. a cash-generating unit),

In respect of assets other than goodwill, an impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss in
respect of goodwill is reversed only if the loss was caused by a specific external event of an
exceptional nature that is not expected to recur, and the increase in recoverable amount
relates clearly to the reversal of the effect of that specific event.

A reversal of impairment losses is limited to the asset's carrying amount that would have
been determined had no impairment loss been recognised in prior years. Reversals of
impairment losses are credited to the profit and loss account in the year in which the reversals
are recognised.
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(n) Finance Leases and Hire Purchase Contracts

The amounts due from lessees in respect of finance leases and hire purchase contracts are
recorded in the balance sheet as advances to customers at the amounts of net investment
which represent the total rentals receivable under finance leases and hire purchase contracts
less unearned income. Finance income implicit in the rental receivable is credited to the
profit and loss account over the lease period so as to produce an approximately constant
periodic rate of return on the net cash investment for each accounting period.

Deferred Taxation

Deferred taxation is provided using the liability method in respect of the taxation effect
arising from all material timing differences between the accounting and tax treatment of
income and expenditure, which are expected with reasonable probability to crystallise in the
foreseeable future.

Future deferred tax benefits are not recognised unless their realisation is assured beyond
reasonable doubt.

Insurance Funds

In relation to the Group's insurance business, the insurance fund of the life assurance business
is ascertained by actuarial valuation and other insurance funds are the unearned portion of
premium on policies written in respect of periods of risk extending beyond the balance sheet
date. Full provision is made for the estimated cost of claims notified but not settled at the
balance sheet date and for the estimated cost of claims incurred but not reported by that
date. These items are classified as other accounts and provisions.

Retirement Benefits

Retirement benefits are provided to all staff employed by the Group. Hong Kong employees
enjoy retirement benefits under either the Mandatory Provident Fund Exempted ORSC Scheme
("MPFEOS") or the Mandatory Provident Fund Scheme ("MPFS"). Both are defined
contribution schemes. For the employees of The Bank of East Asia, Limited, the employer’s
contribution to both schemes are at a maximum of 10% of the monthly salary. For the
employees of the First Pacific Bank Limited, the employer's contribution to their MPFEOS is
8% to 10% according to the length of service and no employer's voluntary contributions are
made to the MPFS.

The pension schemes which cover all the Bank's PRC and overseas employees are defined
contribution schemes at various funding rates that are in accordance with the local practice
and regulations.

The cost of all these schemes is charged to the praofit and loss account for the period concerned
and the assets of all these schemes are held separately from those of the Bank.
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Provisions and Contingent Liabilities

Provisions are recognised for fiabilities of uncertain timing or amount when the Bank or the
Group has a legal or constructive obligation arising as a result of a past event, and it is
probable that an outflow of economic benefits will be required to settle the obligation and
a reliable estimate can be made.

Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is disclosed as a contingent liabifity, unless the
probability of outflow of economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or more future events
are also disclosed as contingent liabilities unless the probability of outflow of economic
benefits is remote.

Share Options

Options granted to employees over the Bank's shares are recognised in the balance sheet at
the time when the options are exercised. Share capital is credited at par for each share
issued upon the exercise of options, with share premium credited at the excess of net proceeds
received over total share capital credited.

Off-balance Sheet Financial Instruments

Off-balance sheet financial instruments arise from futures, forward and swap transactions
undertaken by the Group and the Bank in the foreign exchange, interest rate and equity
markets. The method of accounting for these instruments is dependent upon whether the
transactions are undertaken for dealing purposes, to hedge risk, or as part of the management
of asset and liability portfolios.

Transactions undertaken for dealing purposes are marked to market and the net present
value of the gain or loss arising is recognised in the profit and loss account as dealing profits
or losses, after appropriate deferrals for unearned credit margin and future servicing costs.

Transactions designated as hedges are valued on an equivalent basis to the assets, liabilities
or net positions which they are hedging. Any profit or loss is recognised on the same basis
as that arising from the related assets, liabilities or positions.

Interest rate swap transactions undertaken as part of the management of asset and liability
portfolios are separately identified and interest income or expense arising therefrom is netted
off against the related interest income ar expense on the on-balance sheet items against
which these transactions are hedged.

Unrealised profits on transactions which are marked to market are included in " Advances
and other accounts less provisions" in the balance sheet. Unrealised losses on transactions
which are marked to market are included in "Provisions and other accounts”.

Segment Reporting

A segment is a distinguishable component of the Group that is engaged either in providing
services {business segment), or in providing services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are different from those
of other segments,
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The Group has chosen business segment information as the primary reporting format and
geographical segment information as the secondary reporting format. ‘

Segment revenue, expenses, results, assets and liabilities include items directly attributable
10 & segment and those that can be allocated on a reasonable basis to that segment. Segment
revenue, expenses, assets and liabilities are determined before intra-group balances and

EREECENE-DIZENEE intra-group transactions are eliminated as part of the consolidated process, except to the
RZ S - BN - X extent that such intra-group balances and transactions are between Group enterprises within
1 EEREREEOTEEATE asingle segment. The allocation of revenue reflects the benefits of capital and other funding
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resources allocated to the business or geographical segments by way of internal capital
allocations and fund transfer mechanisms. Inter-segment pricing is based on similar terms
as those available to other external parties.

SEEAFRITZBEMERTIRS Segment capital expenditure is the total cost incurred during the year to acquire segment

BIEND HEENGAT - assets (both tangible and intangible) that are expected to be used for more than one year.
vy BEEEAL (v) Related Parties

ERETEERN  HRAEBRAEEA For the purposes of these accounts, parties are considered to be related to the Group if the

TRETSHAERIMEEEHZA

Group has the ability, directly or indirectly, to control the party or exercise significant influence

THHEREERE  HAREEX over the party in making financial and operating decisions, or vice versa, or where the Group
ZE8H  BRANR  KEEERE and the party are subject to common control or common significant influence, Related
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parties may be individuals or other entities.

3. Changes in Accounting Policies
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In the current year, the Group made a number of changes in accounting policies and the result of
which is summarised as follows.

(@ BB (a) Dividends
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Proposed dividends which were still subject to shareholders' approval were previously treated
as post balance sheet adjusting events, thus being accrued as a liability in the Group's balance
sheet at the balance sheet date for dividends declared by the Bank, and as income in the
Bank's profit and loss account for dividends declared by subsidiaries, On adoption of SSAP
9 (revised) "Events after the balance sheet date”, a proposed dividend is not so accrued until
approval is obtained. This change in accounting policy has been applied retrospectively. As
a result, the proposed final dividend of HK$637 million appearing in the Group's balance
sheet as at 31st December 2000 was reclassified as an item in shareholders' funds and was
recorded as a dividend paid for the year ended 31st December, 2001. Prior period adjustments
on the opening balances of retained profits of the Group were made accordingly.
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(b) Goodwill

Goodwill arising on acquisition of subsidiaries was previously eliminated against general
reserve. Subsequent to the adoption of SSAP 30 "Business combinations”, any goodwill is
capitalised and amortised on a straight line basis over its estimated useful life not exceeding
20 years. Any impairment loss identified will be recognised as an expense in the profit and
loss account immediately. For details, please refer to Note 2(f),

The requirements of SSAP 30 have been applied retrospectively. Goodwill previously
eliminated against general reserve is restated and amortised on a straight line basis over its
estimated useful life, resulting in an additional amortisation of goodwill of HK$16 million
and HK$98 million for 2000 and 2001 respectively. The opening balances of retained profits
brought forward as at 1st January 2000 and 2001 are reduced by HK$36 million and HK$52
million respectively.

Investments in associates

In prior years, investments in associates were accounted for in the consolidated accounts as
follows. In the consclidated balance sheet, investments in associates were stated at cost less
pravisions, and in the consolidated profit and loss account, the results and reserves of
associates were not incorporated except to the extent of dividends received. In light of the
introduction of SSAP 31 "Impairment of assets" which sets out specific requirements for
determining the recoverable amount of associates as detailed in Note 2(m), the Board of
Directors considers that it is fairer for the Group to adopt the equity method to account for
the results of associates (Note 2(c)(ii}). The equity method has been applied retrospectively.
As a result, the retained profits brought forward as at 1st January, 2000 increased by HK$204
million. The profit attributable to shareholders for 2000 and 2001 increased by HK$32
million and HK$5 million respectively due to the Group's share of associates' results for the
year after dividends. HK$2 million was also credited to the retained profits for 2000 due to
the exchange adjustment of the associates retained profits. The retained profits brought
forward as at 1st January, 2001 increased by HK$238 million.
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4.

Non-interest Income

{a) Other Revenue

Dividend income from listed equities
Dividend income from unlisted equities
Net fees and commissions

Net rental income on properties

Net revenue from insurance activities
Others

(b) Other Net Income

Profit on dealing in foreign currencies

{Loss) /profit on other investments in securities

Profit on other dealing activities
Surplus of staff retirement fund recognised
Others

Total non-interest income

Operating Expenses

Pension contributions
Salary and other staff costs

Total staff costs

Premises and equipment expenses
Depreciation on fixed assets
Amortisation of goodwill

Audit fee

Other aperating expenses

2001

.. ERTRHKSO0

15,942
5811
1,004,228
57,367
62,355
74850

¢ a8 o o

L2033

o o o o

2000 &% Restated

BTG 00

8,489
3,79
763,317
49,495
50,297
281}

.918.203

Charge for Bad and Doubtful Debts

Bad debts provision - Specific
- General

Bad debts written off

Other bad debts charges

Bad debts charges recovered

87,342 69,432
(119,593) 87,449

1,811 306

- 136,070
S I
L M08 326328
1,234,567 1,274,531

2001 2000 B Restated

- BETIHKE000  RETTHKE000
91,260 67,746

Lo W19 93]
1,285,488 990,837
319,739 254,023
205,896 170,395

98,064 15,789

4,834 7,904

. J6TAT 65080
2,860,768 2,098,752

2001 2000

| ABTTHKS000  EBTITHKI000
481,989 597,736
210,218 109,050

13,581 12,902

70,352 71,719

L, B85 o)
432,385 680,614
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Profit for the Year before Taxation

Profit for the year before taxation is arrived at after crediting / (charging):

Net profit on disposal of held-to-maturity
debt securities

Write-back of / {increase in} impairment loss
on associates

Taxation

Provision for Hong Kong profits tax
Overseas taxation

Deferred taxation (Note 26)

Share of associates' taxation

2001 2000

BRT 7 HIKS'000 BETTHKS000
23,019 14,499
8,860 (43,130

2001 2000 Z3§ Restated

BT T HKS'000 EETTHKS'000
3,769 111,020
45,659 54,499
221,444 116,665

o, 8287 7357
279,119 289541

The provision for Hong Kong profits tax is calculated at 16% (2000 : 16%) of the estimated assessable
profits for the year. Taxation for branches and subsidiaries outside Hong Kong is similarly charged at the

appropriate current rates of taxation ruling in the countries in which they operate.

Profit for the Year after Taxation

0Of the consolidated profit for the year, HK$1,481,594,000 (2000 restated : HK$1,527,390,000) has been

dealt with in the accounts of the Bank.




10. B2 10. Dividends

2001 2000 EX Restated
e BETHKSO00 BB AL

Mok RIRE1,414 7781 2B BB 2000 final dividend of HK$0.45 per share on
045702000 K EIfE B 1,414,778,132 shares, approved and paid
(2000 E % : 1,393,125,5530% {2000 restated : 1999 final dividend of HK$0.38
FHE0.387T1999F R BIRE) per share on 1,393,125,553 shares) 636,650 529,388

EBEEEERBRRTREECEILAA Final dividend of HK$0.45 (2000 : HK$0.38 per share) per share
RERRHEETRONLEEER paid in respect of the previous financial year
EBR04STHRBRE on shares issued under the share option schemes
(20004 © HREH0.387T) subsequent to the balance sheet date and before

the close of Register of Members of the Bank

TRE1,430,617, 237 EMRBE0.217TH Interim dividend paid of HK$0.21 per share
HERRL B (2000% © 1,406,256,964 on 1,430,617,237 shares (2000 : HK$0.20
g BEmo.207m) per share on 1,406,256,964 shares) . . . 300430 281252

938,901 811,061

EREERLEREEEZBMAER Final dividend of HK$0.33 per share on 1,433,484,586
BEBEOHTERE.433,484,586 shares (2000 : HK$0.45 per share on 1,414,778,132
REREH0337T shares) proposed after the balance sheet date,
(20004 : 1,414,778 13282854 not recognised as a liability at the balance
EHE0.45TT) « sheet date. 473,050 636,650

Earnings Per Share

(a) Basic earnings per share

EAEREF TR G HEE The calculation of basic earnings per share is based on earnings of HK$1,539,806,000

1 596,806, 0007F (2000 57 « 8 (2000 restated : HK$1,887,078,000) and on the weighted average of 1,428,057,773
1‘887' 07'8 0007) B E KR B45H (2000 + 1,404,239,697) shares outstanding during the year.

{REvpIEEE19%1, 428,057,773k
(2000%F : 1,404,239,6971%) 31 & o

BEGRAR Diluted earnings per share

2001 ER B ESR AT RBERHE The calculation of diluted earnings per share is based on earnings of HK$1,599,806,000 (2000
#51,599,806,0007T (2000F &5 : & restated : HK$1,887,078,000) and on 1,431,632,696 (2000 : 1,409,280,781) ordinary shares,
#1,887,078,0007T) REAMETS being weighted average number of ordinary shares outstanding during the year, adjusted for the
271,431,632,6968% £ &A% (2000 effects of all dilutive potential shares.
1,409,280,78100) & « LRABEE
EBEERANNRG TARE - 2001 2000
RHEE €]
Number of shares of Number of shares of
BRARHKSL50each  EREY HIS2.50 each

HEERGRERNEGES Weighted average number of shares used in calcutating
N8 basic earnings per share 1,428,057,773 1,404,239,697
WEARBITHEREBL R Deemed issue of ordinary shares for no consideration . 345704'90230 .., o.041084

HEEEERENORG Weighted average number of shares used in calculating
NHE E 8L diluted earnings per share 1,431,632,696 1,409,280,781
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12.

{c) Cash earnings per share

The calculation of cash earnings per share is based on basic earnings per share adjusted for

goodwill amortised for the year. This supplementary information is considered a useful additional

indication of performance.

Directors’ Remuneration
Directors' remuneration disclosed pursuant to Section 161 of the Hong Kong Companies Ordinance is as
follows :
2001 2000
BET 7 HIKS'000 BT HKS000
Fees 1,279 1,141
Salaries and other emoluments 13,000 39,001
Performance-related bonuses 13,941 23,147
Pension contributions . 1200 S 40
29,420 33719

In addition to the above remuneration, Executive Directors were granted share options under the Bank's
Staff Share Option Schemes. The details of these benefits in kind are disclosed under the paragraph

"Information on Share Options" in the Report of the Directors.

The remuneration of the Directors is within the following bands:

2001
eI
Number of directors

EE S
0 - 1,000,000 14
5,000,001 - 5,500,000 2
5,500,001 - 6,000,000 —
18,000,001 - 18,500,000 i

21,000,001 - 21,500,000

Five Top-paid Employees

2000
EEAR

Number of directors

The remuneration of the five top-paid employees, including Executive Directors, disclosed pursuant to the

Listing Rules of The Stock Exchange of Hong Kong Limited is as follows:

2001

BET T HKS'000

Salaries and other emaluments 17,700

Performance-related bonuses 14,878
Pension contributions L 1,575” ’

34453

2000
AHT T HKS 000

12,925
24516
686

Rty
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The remuneration of the five top-paid employees is within the following bands:

2001 2000
BRAG REAR
Number of employees  Nuterof erptyees

B HKS

2,500,001 - 3,000,000
3,000,001 - 3,500,000
5,000,001 - 5,500,000
5,500,001 - 6,000,000
17,500,001 - 18,000,000
21,000,001 - 21,500,000

Segment Reporting

Segment information is presented in respect of the Group’s business and geographical segments. Business
segment information is chosen as the primary reporting format because this is more refevant to the Group's
internal financial reporting.

(a) Business segments
The Group comprises the following main business segments:
Personal banking business includes branch operations, personal internet banking, consumer finance,

property loans and credit card business.

Corporate banking business includes corporate lending and loan syndication, commercial lending,
community lending, securities lending, trust services, mandatory provident fund business and
corporate internet banking.

Investment banking business includes treasury operations, securities broking and dealing, provision
of internet security trading services, and asset management.

Other businesses include bancassufance, insurance business, property-related business, corporate
services, company secretarial services, share registration and business services, and offshore
corporate and trust services,

Unallocated items mainly comprise the central management unit, bank premises, and any items
which cannot be reasonably allocated to specific business segments.
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2001

BABS PEBT RERT Rt #0E 2882 geaE
REHEH
Personal  Corporate  Investment Inter-segment
Banking Banking Banking Others Unallocated  elimination  Consolidated
BT BETR AETR BETR BHTR BETR BRI
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HIS'000 HK$'000
The Group
Net interest income 2,675,647 737,510 560,649 20,764  (17,152) — 3,977,418
Other operating income from
external customers 485,488 286,156 73,553 325,987 63,383 — 1,234,567
Mersegentincove 462 63613 239 — 142819 (24133 -
Total operating income /3,178,597 1,087,279 634441 346,751 189,050 (224,133) 5,211,985
Operating profit after
provisions 1,298,760 640,707 232,734 64,246 (317,615) — 1,918,832
Inter-segment transactions 191,019~ (57,528) 4748 =~ = — (138239 == — = —
Contribution from operations 1,489,779 583,179 237,482 64,246  (455,854) — 1,918,832
Write-back of / (increase in)
impairment lass for the year - 16,996 (502) (3412) (4,222 — 8,860
Share of profits less losses of
associates (13) 1,772 37,081  (51,561) - — (12,741)
Other unallocated income
and expenses o (24,099)
Profit before taxation 1,890,856
Taxation {279,119)
Minority interests o (e
Profit attributable to shareholders B ‘ﬂ_,SS}JﬁQ_S_
Depreciation for the year (91,832) (29,035) (16,284) (12,436) (56,309) —  (205,896)
Amortisation of goodwill - — — (6,240) (91,824) —  (98,064)
Segment assets 69,058,591 37,977,985 66,309,450 1,386,969 12,096 —174,745,081
Investments in associates 9,417 274,252 71,625 253,280 — — 508,584
Unallocated assets 6,411,258
Total assets 181,764,933
Segment liabilities 100,883,711 39,953,040 14,070,742 - - —154,887,493
Unallocated liabilities ’ 4,3?9,724
Total liabilities 159,227,217
Capital expenditure incurred
during the year 86,175 57,640 1,629 26,117 168,548 — 340,109
2001 F £
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The Group

Net interest income

Other operating income from
external customers

Inter-segment income

Total operating income

Operating profit after
provisions
Inter-segment transactions

Contribution from operations

Increase in impairment loss
for the year

Share of profits less losses of
associates

Other unallocated income
and expenses

Profit before taxation
Taxation
Minority interests

Profit attributable to shareholders

Depreciation far the year

Amortisation of goodwill

Segment assets

Investments in associates
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Capital expenditure incurred
during the year

2000 E8 Restated
RARA 2R A A TRAE
Personal Corporate Investment Inter segmem
Banking Banking Banking Others  Unallocated eliminalion Consolidated
AETT AR AT BEET TR BETR BT
:;,,.Hﬁ 000 _HKEO00. HKSOOO . HKSODD. . BKPOOD.. ﬂK,SEQOA,-,,,,,, HKS'000,
2,330,736 817,313 39,092 20,506 487,683 — 3,695330
407,869 235,349 183,769 311,710 135,834 — 1274531
. 0206, 83348 260, 4400 (48663 |
2,759,511 1,136,010 223130 332,216 767,657  (248,663) 4,969,861
1,336,731 387,486 (54,743) 128,450 392,571 — 2,190,495
LN81Z 65y 5090 o P03, L T L.
1,548,550 310,932 (49,653) 128,450 252,216 — 2,190,495
— (43,130) — — — - (43,130)
(1,351 33,115 2,913‘ 17,201 - — 51,878
.. 1184%9)
2,180,747
(289,541)
. 128
1,887,078
(80,508)  (17,564) (11,433) (6,774) (54,116) — {170,395
— — — (2,143) (13,6486) - (15,789)
68,246,818 35,059,049 67,433,630 1,259,014 (19,306) — 171,979,205
5,429 278,691 55,373 350,715 20,418 — 710,626
. 648812,
179,168,250
104,749,719 33,997,531 15,395,781 - - — 154,143,031
. 4837.]00
159,080,131
148,623 76,524 67,359 32,187 662,664 — 988,357
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) HEE {b) Geographical Segments

BHESB EREBENBATN The information concerning geographical analysis has been classified by the location of the principal
TERBHAEBE - SREARTM operations of the subsidiaries, or in the case of the Bank itself, of the location of the branches of
T AR ERSEERESEAE the Bank responsible for reporting the results or booking the assets,
ZATTHEN T AEIS »
2001
B hE RESHER B 2BBRBEH eyt
People’s Other Inter-
Republic of Asian segment
Hong Kong China Countries Others elimination  Consolidated

AET T HKS'000 BHT T HKS'000 BEF T HKS'000 2R T3 HKS'000 BT HKS'000 BHT 7 HKS'000

&0 The Group
FESNREFN  Qperating income from

maWA external customers 4,415,205 352,650 144,360 299,570 — 5,211,985
EEEE Total assets 162,843,922 11,988,382 12,290,207 28,438,366 (33,795,944) 181,764,933

EEMERHEY  Capital expenditure during
the year 141,115 173,142 1,482 24,370 — 340,109

2000 E% Restated

£ 8 AAEHEX in SBEzRHEE FREE
People's Other Inter-
Republic of Asian segment

Hong Kong China Countries Others glimination Consolidated

BETTHE000 BETLHKI000 BETITHKS000 BETITHKS000 BETLHKS000 BBT7HKS'000

£0 The Group
REMNAEPH Operating income from
SR external customers 4,180,179 383,777 144,122 261,783 — 4,969,861
BELE Total assets 162,971,558 11,039,103 11,290,220 23,448,173 (29,580,804) 179,168,250
FEAEARRX Capital expenditure during
the year 966,877 10,509 1,973 8,998 — 988,357
15 ek EgES: 15. Cash and Short-term Funds
£0 The Group £17 The Bank
2001 2000 2009 2000

BEFTHKG000 EETTHKI000 BETTHE000 BT R HKI000

ﬁ@&&%ﬁﬁﬂ Cash and balances with banks and
Hi g msEmnas other financial institutions 1,524,229 1,449,002 1,334,996 1,218,983
BAREHER Money at call and short notice 38,791,780 40,992,008 32,481,140 33,920,612
AR Treasury bills 3524578 3599664 3ATAGAE 3463934
43,760,587 46040764 37,290,782 38603529

RERTAHRDE  2001F F R
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16. Investments in Securities

{a) Other investments in securities

%0 The Group

2001

2000

17 The Bank

2001

2000

ERTTHKS000  ERTTHI000 BETR HK$'000 T LHKS 000

Listed
- in Hong Kong
equity securities 324,623 443,557 296,664 406,994
debt securities 36,492 44,817 20,458 20,370
- outside Hong Kong
equity securities 84,774 165,480 66,339 137,476
debt securities o 970343 611395 7981 o 553742
L, 1416232 1265243 1,001,842 1118382
Unlisted
equity securities 45,984 21,712 38,213 12,562
debt securities 2,688,002 1503130 2602495 = 1487826
.. 2733986 1524842 2640708 1500388
4,150,218 2,790,091 3,742,150 2618970
Equity securities 455,381 630,749 401,216 557,032
Debt securities (Note 25) 3,694,837 2159342 3,340,934 = 2061938
4,150,218 2,790,091 3,742,150 2618970
Market value of listed securities
- equity securities 409,397 609,037 363,003 544,470
- debt securities . 1006835 656212 738438 574112
1,416,232 1,265,249 1,101,442 1,118,582
Issued by:
- Central governments
and central banks 196,553 184,035 180,897 168,393
- Public sector entities 825,531 286,199 760,139 279,484
- Banks and other financial
institutions 1,425,729 559,838 1,304,303 511,148
- Corporate entities 1,542,149 1,705,763 1,469,350 1,624,947
- Othes 160256 | sese 20461 498
4,150,218 2,790,091 3,742,150 2,618,970
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(b) Held-to-maturity debt securities (Note 25)

£E The Group £ The
2001 2000 2001

ARTTHKI000 EETTHS000 BT HKE000

Listed
- in Hong Kong
- outside Hong Kong

Unlisted 1301238 1578265 783831
2433861 2802104 1651475

Market value of listed
securities

55,088 91,262 —
. 1076635 1132577 867644

1,932,627 1,223,839 867,644

Bank
2000
EETILHKS'000

761,446

T

761,446

526,896
1,288,342

1,149,710 1,178,439 877,467

725,789

Issued by:
- Central governments
and central banks
- Public sector entities
- Banks and other financial
institutions
- Corporate entities

(¢} Investment securities

29,827 33,830 18,121
127,021 — -

835,018 145028 626,329
L 1A4n99s 131799 1007025

_ 2433861 2802104 1650475

£6The Group £17The
2001 2000 2001

BETTHKS000 EHTTHKS000 BRI HKS'000

Unlisted
- equity securities
- debt securities (Note 25)

oo

Issued by:
- Central governments
and central banks
- Banks and other financial
institutions
- Corporate entities

181,141 188394 136,226
20205 A 3092

(201346 205795

43818

12,398 8,112

403 - -

105,829 143,910 67,454

- Others L. 8ne

201,346

205,795 143,818

5373 76364

18,237

701,621
568,484

(1288382

Bank
2000
ABTILHKS000

132,044
6180,

138,224

85,511
221

138,224




17. EHRERERKERE

@) BEEREMER (a) Advances to customers and other accounts

17. Advances and Other Accounts less Provisions

£DThe Group 17 The Bank
2001 2000 2001 2000

BRFIHKS000  BETLHKI000 BBTLHKS000 EETLAS00

EEER Advances to customers
(FsE25) {Note 25} 108,174,562 103,993,955 89,475,189 81,530,803
RIREMSRMEER Advances to banks and other
(P3E25) finandial institutions (Note 25) 560,549 510,625 560,649 510,625
EFIEREGEE Accrued interest and other
ccons L T R X1 B e

114,772,795 107,562,927 93,723,440 85,793,022

W ERRREEER Less:  Provisions for bad and
doubtful debts
- Bk - Spedific 601,150 671,226 437,679 520,695
- R - General ., 1320087 1270573 1029781 953710

109,851,558 105,621,128 92,255,970 84,318,617

(b) 2001 EERRAMBRENER (b) Provision against advances and other accounts for 2001

%M The Group
RFERRAMEE EAREREM 3 BRAR
Advances to customers Suspended
and other accounts Trade bills and others Total Interest *

Bh Specific M General %% Specific - General %M Specific —# General
BRTR BETR BETR LA BETR ESTR BRI
HKS'O00 _ HKSO00  HKS'O000  HKS'O00  HKS'O000  HKS'000  HKS'000

! A18 At st January 671,226 1,270,573 - 4,787 671,226 1,275,360 741,039
LABRHED New provisions charged 10

HEE profit and loss account 739,767 328,133 339 2,956 740,706 330,289 —
BEEREY Provisions released back to

it profit and loss account (517,715) {116,468) (224) (3,603) (517,939) (120,071) —
kbl Amounts written off (638,055} (156,643) (339) — (638,394) (156,643) (495,408)
WEgE Recoveries 343,531 - 224 — 343,755 — -
ERERFE Interest suspended during

the year -_— - - - - — 424,329

AR BIRE Suspended interest recovered — - - — — — (101,827)
R B R E] Additions through acquisition

ap of subsidiaries 727 4,390 - - 727 4,390 651
EfgE Other movements 5,598 (5,126) - (60) 5,598 (5,186) —
Exgn ocngesdusmerss | B929), 677, .= (3. G929 (@03 @39

12A31H At 31st December 601,150 1,320,087 — 3,149 601,150 1,323,236 566,546
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2000 FERRAORENER

2001 &£ F R

#17 The Bank

EFERRAMEE EARARAR 2E HeTER
Advances to customers Suspended
and other accounts Trade bills and others Total Interest *
£ Specific  ~BGeneral %% Specific —# General  #5% Specific —# Generaf
E¥TR BRTR B¥TR BRIR BETR ARTR BRTR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HI$'000 HK$'000

At 1st January 520,695 953,710 — 4,445 520,695 958,155 556,677
Addition through merger

with UCB 12,026 42,015 - - 12,025 42,015 23,529
New provisions charged to

profit and loss account 579,207 264,439 44,759** 1,876 623,966 266,315 —
Provisions released back to

profit and loss account (457,006) (112,344) (224) (3,278) (457,230) (115,622) —
Amounts written off (530,218) (113,148) (339) — {530,557) (113,148) (361,441)
Recoveries 318,755 — 224 — 316,973 — —
Interest suspended during the year - — — - - — 389,445
Suspended interest recovered - — — - - —  (81,076)
Gther movements - (739) — {59) - (798) -
Exchange adjustments (3780)  (4,142) o= (132 (3.780)  (4274)  (2,133)

At 315t December 437,679 1,029,791 44,420 2,852 482,009 1,032,643 515,001

** Included a provision for an amount due from a subsidiary of HK$44,420,000.

Provision against advances and other accounts for 2000

£ The Group
BPERRALES EESENER £ gRHg
Advances o customers Suspended
and other accounts Trade bills and others Total Interest *
B Spedfic  —HGeneral  HHSpecfc  —MGeneral BB Specfic  —H General
BETL BETR BETR BETR RETTL BRI EETR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

At 1st January 2,398,805 1,199,573 4,513 3,981 2,403,318 1,203,554 539,759
New provisions charged to

profit and loss account 860,683 134,020 10,391 1,344 871,074 135,364 had
Provisions released back 1o

profit and loss account (288,559) (25,508) (10,951) (806)  (299,510) (26,314) -
Amounts written off (2,619,892) (56,414) (5,171) — (2,625,063} (56,414)  (356,361)
Recaveries 109,592 1,957 1,201 — 110,793 1,957 -
Interest suspended during the year - - - — - - 598,245
Suspended interest recovered - - - — — —  (194,832)
Additions through acquisition

of subsidiaries 61,998 176,763 - 342 61,998 177,105 156,403
Other movements 149,584  (156,410) - - 149,584  (156,410) -
Exchange adjustments (983)  (3.408) 17 (74) (968  (3482) {2,175)
At 31st December 671,226 1,270,573 - 4,787 R 671,226 1,275,360 741,039
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47 The Bank

FEEZREMES EREERAM 2% BREE
Advances to customers Suspended
and other accounts Trade bills and others Total Interest *

B%pecic  —BGenersl  HFSpecic  —BRGeneral S Specic  — General
FETR BETT ESTT RETT FEFL BT BETT
WO MO RSO0 RGO RSO0 MO RSO

At 1st January

New provisions charged to
profit and loss account 808,567 103,741 10,391 1,344 818,958 105,085 -

Pravisions released back to

2,205,796 1,096,110 4,513 3,981 2,210,309 1,100,091 499,347

profit and loss account (273,472) (25,196) (10,951) (806)  (284,423) (26,002) -
Amounts written off (2,470,576) (56,414) (5171) — (2,475,747) (56,414)  (320,940)
Recoveries 101,082 1,957 1,201 — 102,283 1,957 —
Interest suspended during the year - — — — - — 563810
Suspended interest recovered — - - — — — (183,519
QOther movements 149,682  (163,311) — — 149,682  (163,311) —
Exchange adjustments =N Bun o7, (74 36T 3250 | (2,020,
At 31st December 520,695 853,710 — 4,445 520,695 958,155 556,677

*Relating only to Advances to customers and other accounts

() Advances on which interest is being placed in suspense or on which interest accrual has ceased

&H The Group 17 The Bank
2001 2000 2001 2000
ERFAHKS00 EETTAKS000 BRTEHKS00 EHTTHKS00

Gross advances to customers 3,320,032 3,745,208 2,974,193 3,345,388
As percentage of

total advances to customers 3.07% 3.60% 3.32% 4.10%
Specific provisions 490,414 550,197 436,890 484,926
Suspended interest 566,646 741,039 515,001 556,677

18, REEE - BEREREABAY 18, Advances to Customers - Neft Investment in Finance Leases

and Hire Purchase Contracts

Advances to customers include egtipment leased under finance leases and hire purchase contracts having
the characteristics of finance leases.

The total minimum lease payments receivable under finance leases and hire purchase contracts, and their
present values are as follows:
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The Group

Amounts receivable:

Within one year

After one year but within
five years

After five years

Provisions for bad and
doubtful debts

Net investment in finance
leases and hire purchase
contracts*

*UEERERKESAEERER B
W EBIRRABBAFRIA

EEE AENSEHEREESNT
HEESRE DB ABAE®EA07,519,000
JL (20004 : ##291,937,0007T) &2
7E#54,381,571,0007T (20004 : B

4,027,443,0007T) °

19. WEARRE

LWk (RIE)
B OREREK

ETRAERALT 000EEH

BERR HERR
HHRE HEYA
Present Interest
value of the income
minimum relating to
lease payments  future periods
AETR BETR
HK$'000 Hi$'000
493,561 140,265
1,040,545 348,550
1664521 440,887
3.198.627 930,702
. B262
3196365

* This is the amount that is carried on the balance sheet as a receivable. No accrual is made for the interest
income relating to future periods.

2001

BERR
BEC
Total
minimum
lease
payments
BETR
HK$'000

633,826

1,390,095

2105408

4,129,329

£EHE
REE
Present

value of the
minimum
lease payments
BETT

HKS 000

393,925

968,749

1337227

2.699.901

, 287

2,694,030

Lo

2000

HMEMA

Interest
income minimum
relating to lease
future periods payments
BETT EBTT
HK$'000 HK$'000
233,317 627,242

621,160 1,589,909
938 | 2271114

& o

1,788,364

4,488,265

The cost of assets acquired by the Group for the purpose of letting under finance leases and
hire purchase contracts amounted to HK$407,519,000 (2000 : HK$291,937,000) and
HK$4,381,571,000 (2000 : HK$4,027,443,000) respectively.

Investments in Sussidiaries

Unlisted shares, at cost

Less: impairment loss

£47 The Bank
2001 2000
RETTHKS000 EETTHKS000

6025563 673009
Lo Wan2ss) 836

e o

5978208 6721725




WEMB AT

Acquisition of subsidiaries:

H000FFE - AEBREE - KABIER At the end of 2000, the Group acquired up to 84.55% of FPB Bank Holding Company Limited, and completed
BRAFERAS5%EER - WR2001F4A the acquisition of 100% shareholding in April 2001. FPB Bank Holding Company Limited is a company
SAKUBE AE100% 8k - E— AR holding First Pacific Bank Limited, which is engaged in the provision of banking services.

BERERASIAEEZE —ATRITHER
DE ME-ATRGHARERTR
e

FEEZH001E3R14FBAER LN The Group acquired 100% interest in Grand National Bank in California on 14th August, 2001 for a cost of
RIAEIRT - 1EEBEY 272,913,000 HK$272,913,000 (US$35,000,000). Grand Nationa! Bank, which focuses on the Asian community, is a full
(35,000,000%7T) - RERITTEBTEH service commercial bank specialising in import and export trade financing to individuals and smalt to medium
HERERE - R-REREERENE size businesses in Southern California, the United States.

ERT ZEREREMNEART/ IR
SR ADEPHERS -

Leoh - REER20015F6 A30BE A TEA The Group alsa acquired an effective interest of 60.1% in Abacus Share Registrars Limited on 30th June,
JERBEIAERARG0 1%NERER - 2001 for a cost of HK$18,960,000. Abacus Share Registrars Limited is engaged in the provision of corporate

EERER18,960,0007% « HINEBFE services including share registration and other business services.

MERLRREMERS  BEESED

REMBEERE o
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LEH R RRIEIEI T Detalls of these companies are as follows:-
BRI 5 Subsidiaries

RAIEE FMEE R0 BEARGERA FRIFAEEE  AREMEEE  EB%E
Place of Issued and % of ordinary
incorporation paid-up shares held Nature of
Name of company and operation capital The Bank The Group business

ERBEFEIERLT &R B HKS20 T 60.1% BEBRBHS
Abacus Share Registrars Limited Hong Kong Share registrar
services

REHT (BR) BRAT B A HK$150,000,000 7 EERHE
Bank of Fast Asia Hong Kong Trustee
{Trustees) Limited

BEA, Pacific Bank (Vanuatu) Limited LBHE US$100,000 T BEREA
(&1 formerly FP Bank (Vanuatu) Limited) Vanuatu Offshore banking

BEA Pacific Holding Company Limited EL5 5 HK$1,248,000,000 7T RABBRRFE
(ME-KEERERAT) Bermuda Investment holding
{formerly FPB Bank Holding Company Limited) company

BEA Pacific Limited B US$13,000,000 7 RAER
(BT formerly FPB Asia Limited) Hong Kong investment holding

BEA Pacific Nominee Limited & FEEHK$10,000 7% FARE 57
(B formerly FPE Nominee Limited) Hong Kong REBRSE
Nominees, trustees and
other related services

Becmac Limited & BB HK2 T ‘ BRAZA

Hong Kong Nominee shareholder

Best Cyber Limited N BEHKS2 T TaE
Hong Kong Dormant

E+F (TX) & B HK$181,000,000 7T * &%
RBERRF Hong Kong P55 HK$8,000,000 T ** Insurance
Blue Cross (Asia-Pacific)
Insurance Limited

Camceb Limited EE BEEHKS2 T BRREBA
Hong Kong Nominee shareholder

Cane Garden Bay Limited RERAES US$1,000 E¢ RERE RS
BVI Nominee services

Cheam Holdings Limited RBRYER US$1 T . EZRBEAAA
BV Nominee director
and shareholder

Cheam Nominees Limited KBERES SYES ‘ EZRBRRERABA
BVI Nominee director
and shareholder

EA China Finance Limited EREXES US$2,350,000 7% RETE
BVI Investment holding

RERTERRXAE 2000FF#




AMRERBE EEOREINA AROMEER  KEEMEEE $BHE
Place of Issued and % of ordinary
incorporation paid-up shares held Nature of

. andoperation _.opital __ TheBank _ TheGroup ~_ business

gEL

Narmerof compary

EA Nominees Limited FE FEHE HKS1,000 T ‘ 100% REER
Hong Kong Investment holding

EA Securities Limited EE B HKI2 7 100% REER
Hong Kong Investment holding

REAETEERLA BE P HK$ 10,000,000 78 100% REEE
East Asia Asset Management Company Limited Hong Kong Asset management

East Asia Corporate Services (BV)) Limited REERED US$250,000 £ 7T 100% TER%
BVI Corporate services

Fast Asia Corporate Services (Nominees) Ltd. EBRXES US$1,000 5T 100% FHRERE
BVl Nominee services

REREERLE 5% A HK$75,000,000 78 100% —RERER
East Asia Credit Company Limited Hong Kong General financial
services

ROREEERRAT o M HK310,000 7T 100% BHER
East Asia Facility Management Limited Hong Kong Facility management

REMBERAT EE 1 1HK$100,000,000 7% 100% —BERRY
East Asia Finance Company, Limited Hong Kong General financial
services

East Asia Financial Holding (BV)) Limited BEERER US$1 £t 100% EREEBBIA
BYI Issuer of subordinated
notes

East Asia Financial Sewvices (V) Ltd. EBRXES US$14,470,000 £7¢ 100% AR
BYI Investment holding

REHEERLA TR %% HK$7,000,000 7T 100% HERMEER
East Asia Futures Limited Hong Kong Options and
futures trading

East Asia Holding Company, Inc. =35 US$S =T 100% BERLE
USA, Holding company

East Asia Holdings (V) Limited HERUER USS2ET 100% ZHERERS
BVI Nominee services

East Asla Indonesian Holdings Ltd. EEEN USS2 £ 100% REER
Mauritius Investment holding

ROREBELARLT BE P HK$ 1,000,000 7T 100% RIRER
East Asia Insurance Brokers Limited Hong Kong Insurance broking

ROREZRERAE B P HK$100,000,000 7T 100% BLER
East Asia Investment Holdings Limited Hong Kong Securities trading

East Asia Investments Holdings (BVI) Ltd. RBERES HEHHK$186,038,725 T 100% BARER
BV Investment holding
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Name of company

East Asia Liguidators Ltd.

East Asia Marketing Limited

REENBRBERLA

East Asia Media Services Limited

ROPRERERLA
East Asia Properties Holding Company Limited

REVEREARLE

East Asia Properties Investment
Company Limited

East Asia Properties (US), Inc.

REMERE (PE) ARAF

East Asia Property Agency (China)

Company Limited

RENEREFRLE
East Asia Property Agency Company Limited

ROYERE (L) ARAR
East Asia Property Agency (Shanghai) Limited

REUEER (H8) BRAA

East Asia Property Development
(Shanghai) Limited

East Asia Property Holdings {Jersey) Limited

REYEER (FE) ERAA

East Asia Property Management (China) Limited

East Asia Secretarial Services Ltd.

ROHBRBAF

East Asia Secretaries Limited

East Asia Secretaries (BV) Limited

REERFARAT

East Asia Securities Company Limited

East Asia Securities inc.

East Asia Strategic Holdings Limited

REVITERLF 000FFH

ERRERLA
Place of
incorporation
and operation

RERTES
BVI

RERLES
BVI

Hong Kong
'R
Hong Kang

5
Hong Kong

xE
USA.

EE
Hong Kong

Hong Kong

TE
PRC

Hong Kong

BRES

Jersey

e
Hong Kong
RERYES
BVI

Hong Kong

RERZEE
BVI

BE
Hong Kong

mEX

Canada

KEERES
BYI

BRTRARRE
[ssued and
paid-up

capital

US$1 =T

US$1 ETT

P HK$100,000 7T

B HKS10,000 T

B HKS10,000 78

Us$s £

A HK$1,000,000 7T

FE% HK$1,000,000 7T

US$200,000 7%

% HK$1,000 7T

STGE9REE

A HK$10,000 7T

US$1 £

B HKS20 T

5 HK$66,425,000 70

JEHE HK$25,000,000 7T

I C$150,000 7T

US$13,655,000 %7t

KRR

The Bank

100%

100%

100%

100%

100%

100%

100%

100%

100%

i
AEBFEES

% of ordinary
shares held

The Group

100%

100%

100%

100%

100%

100%

100%

75%

100%

FiE

Nature of
business

ABA
Provision of
liguidation services

RERS
Marketing services

RERE

Advertising agency

BEER

Investment holding

nERE
Property holding

WERE
Property holding

DERE
Praperty agency

WERE
Property agency

NERR
Property agency

RALE

Investment holding

CES
Property holding

Property management

MERB
Secretarial services

WERSB
Secretarial services

Investment holding

s s mm
EE%EE

Securities broking

EE&S
Mutual fund

BEER
Investment holding




REFEES

P BRIPSEE Sk ERIRARRA REEfMEEE  ERUE
Place of Issued and % of ordinary

incorparation paid-up shares held Nature of
énd operaton coptal _ TheBenk  TheGroup _ busiess

.. Nameof company .

Eleren Limited EE B HKS20 7T 60.1% BREREA
Hong Kong Nominee shareholder

Essex Nominees Limited RBELES USS1%T 100% FHRERS
BVl Nominee services

Far East Bank Nominees Limited % EE KA 100% TER
Haong Kong Dormant

FEB (1989) Limited BB T HK$689,000,050 7T * 100% RERR
Hong Kong B HK$269,384,950 T *** Investment holding

F—ATRITERARA &E FEHE HK$1,080,000,000 7T 100% BRERT
First Pacific Bank Limited Hong Kong Commercial banking

FPB Finandial Services Limited ) EBHKS2TT 100% TEE
Hong Kong Dormant

EREEETARLT TE A HKS 10,000 7T 60.1% EXRERB
Friendly Registrars Limited Hong Kong Share registrar services

Full Length (T) Co., Ltd. EE: US$1ETL 60.1% |
Samoa Trustee company

Global Success Ltd XERZES US$2,310,000 =75 100% RERRK
BvI Investment holding

Golden Empire International Inc. EBERUEE US$10,000 =T 100% MERE
BVI Property investment

Golden Properties Finance Ltd. ABRREE A HK$78,000 7T 100% EBAH
BVI Mortgage financing

Golden Queen FERRES US$10,000 E 7T 100% WERE
International Ltd. BVI Property investment

Golden Wings International Ltd. ZERTEE US$10,000 7T 100% MERE
BYI Property investment

Goldmond Company Limited LKBRIES US$10,000E % 100% MERE
BVI Property investment

AR 8 US$4,000,000 7 100% RIT
Grand National Bank US.A, Banking

Incomepoint Limited ZERUER BT HK$50,000 7T 100% REER
BVI Investment holding

Leader One Limited EREREE Us$1 £t 100% REARR
BVI Investment holding

FEREABRLA TR B HKS4 T 60.1% EEARREREA
Linkwall Investments Limited Hong Kong Trustee and nominee
shareholder

Maccabee (Nominees) Limited BH BEHKS2 T 60.1% BERAA
Hong Kong Nominee director
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PGEE

Name of company

Mache Holdings Limited

Mache Nominees Limited

Mactors Limited

BEBFBHERAT

Progressive Registration Limited

Red Phoenix Limited

Rontors Limited

Rosland Corporate Management Limited

2E-AFRAT
Santo Kilda, Sociedade Unipessoal Limitada
(B formerly Santo Kilda, Limitada)

WEBERBERRA
Secretaries Limited

Secretaries.com Limited

EERTMEEEERAT
Shanghai Dong Yan
Property Management Limited

BEESELARAT
Standard Registrars Limited

BEAERLT
Tabernacle Assets Limited

Tengis Holdings Limited
(383 now known as Tricor Holdings Limited)

REHT (RBEZES) 5RAA
The Bank of East Asia (BVI) Limited

MEXRBRIT
The Bank of East Asia (Canada)

RESRTERDT 20015 F %

A Resnk
Place of
incorporation
and operation

Hong Kong

BE
Hong Kong

Heng Kong

EE
Hong Kong

i
Hong Kong

Hong Kong

Hong Kong

B
Macau

EE
Hong Kong

Hong Kong

®
PRC

Bl
Hong Kong

Hong Kong

RBEZES
BYI

HEELES
BVI

mEX
Canada

BRTRERRA REOMEHER

Issued and
paid-up
capital

FEE HKS20 7T

B HKS20 T

B HKS2 T

FEE HK$2,000 7T

BB HS2 T

BEHKS2 T

B HKS2 T

PR MOP25,000 7T

AREHK2 T

BEHKS2 T

AE RMB500,000 7T

B HKS1,000 7T *
B HK§2 T+

BB HKS2 T

US$1 £7T

US$1,000,000 E7

J0%8 €§33,000,000 7T

TREMEER

% of ordinary

The Bank

100%

100%

100%

shares held

The Group

60.1%

EWBE

Nature of
business

ESRBRRABA
Nominee director
and shareholder

EERBRERAA
Nominee director
and shareholder

EEREA
Nominee director

BEELIRB

Share registrar services

ZERE

Car renting

BEREA

Nominee director

HERBRREREA
Nominee director
and shareholder

BEREA

Nominee director

NCIE e
BRRBERE

Secretarial, share
registration and
business services

TER
Dormant
MEER

Property management

BEELBH

Share registrar services

ERREERREAZA
Protector of trust and
nominee shareholder

BEAR
Investment holding

RITHRTE

Banking services

RITRE

Banking services




. '@G‘@W;MW@D

_ Name of company_ ___

AFEE

RERTTAREERAE
The Bank of East Asia (Nominees) Limited

ESHRATEREERAE ()
The Bank of East Asia

{(Nominees) Private Limited

The Bank of East Asia Nominees (UK) Limited
Time(T) No.1 Ltd.

Time(T) No.2 Ltd.

Top Cyber Profits Limited

FRRBERLR

Toursafe Limited

AEEEERLA
Travelguard Limited

Travelsafe Limited

Trident Corporate Management Limited

Trident Nominees Limited

FRAEERLR
Tung Shing Futures Limited

Tung Shing Holdings (BV) Limited

REEHFBRLA
Tung Shing Securities Company Limited

UCB Limited
(BIREBARTERDA)
{formerly United Chinese Bank Limited)

hRBEHBERRA
United Chinese Finance Company Limited

RERSREREERAF

United Chinese (Nomineg) Limited

W.T. (Secretaries) Limited

Ef R AR
Place of
incorporation

and operation__

E%
Hong Kong
EIES

Singapore

3
UK.

BES
Samoa

EESD

Samoa

AREXES
BYI

'R
Hong Kong

g
Hong Kong

Hong Kong

Hong Kong

Hong Kong
EE
Hong Kong

RERAES
3V

BE
Hong Kong

Hong Kong

&2
Hong Kong

e
Hong Kong
BE

Hong Kong

3¢

ERTRERRA RROMEEE  AREMEER
Issued and % of ordinary
paid-up shares held
. ptal  TneBamk  TheGroup
HEHK$10,000 7T 100%
7037 $$10,000 T 100%
STGE2 HiE 50% 100%
ISIESo 60.1%
Uss1 & 60.1%
US$1 &5t 100%
A HKS20 7T 100%
BEHKS2TT 100%
B HKS20 7T 100%
B HKGS2 T 60.1%
BEHK2 T 60.1%
A HKS2 T 100%
USYE 100%
EBHKS2 7T 100%
BEHKI00 T 100%
51 HK$10,000,000 7 100%
B HKI10,000 T 100%
ERHKT 60.1%

Nature of
business

FHARERE
Nominee services

XHRERSE
Nominee services

ERfERS

Nominge services

ERI

Trustee company

FHLH

Trustee company

REZR

Investment holding

AER
Dormant

AR

Dormant

-

Insurance

EERREREBA
Nominee director
and shareholder

[EHANG]
Trustee company

TEE

Dormant

RARR

Investment holding

R
Dormant

TED

Inactive

TER
Dormant

RRRERK

Nominee services

REWERS

Secretarial services
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AEEE A RE g BREIRGERE RRAHIERER TEERGER  2BEE
Place of fssued and % of ordinary
incorporation paid-up shares held Nature of
Name of company and operation capital  The Bank The Group business
BRARLE EE B HK$2,000 7T 60.1% ESRBEAZA
Wai Chiu Company Limited Hong Kong Nominee director
and shareholder
BRERAH BE % HK$2,000 7T 60.1% EERBRAEZA
Wai Hop Company Limited Hong Kong Nominee director
and shareholder
Walker St. Land Corp. £B USS0. 107 100% ESEE
USA Property holding
* Z@RR Ordinary Shares
**  T|EBERSH Redeemable Preference Shares
o SIS EEREIEETEE Non-voting Deferred Shares
Note: BV} denotes British Virgin Islands and PRC denotes People's Republic of China.
A5 ¥ 2% Co-operative Joint Ventures
E sl sds
REEE RUREENE  BRT/ERAZMER PN eo1 rEE ABHE
Place of Issued/ Profit sharing
establishment Contributed percentage by Nature of
Name of company and operation registered capital  TheBank  TheGroup = business
FomERE (BN) BRRA T B HK$1,000,000 7T 100% WERE
East Asia Property Agency PRC Property agency
{Guangzhou) Limited
REWEER (M) BRLA HE 5 HK$600,000 7T 100% NEERE
East Asia Property Management PRC Property management
(Guangzhou) Limited
g A =0 ; ;
20. BEAFRE 28, Investments in Associates
£ The Group #17 The Bank
2001 2000 2001 2000
£ Restated E 3 Restated

EETTHKS000 EETIHE000 BBFTHKE000 SBTLHKI000

3Eiﬁf&€ﬁ (RE) Unlisted shares, at cost — -

%15,‘5%@ Share of net assets 650,078 757,930
REHENEE Goodwill unamortised N L7 S /o

) 651,232 762,134

B OREEL Less: impairment loss . (42648 (51,508

608,584 710,626

490,277 451,397

Coa o u o«

490,277 451,397

. (295.788) Q41240

194,489 (210,155)

@ s ERLE 2000EEH




U enenuee) NOTES 00 CHE ACCOURES

HERFIFEB W T Details of these companies are as Tollows:-

BN F Associates
TER BER
ARER Ef ke EnE AFFHEER  TREMEERE TEBEEGEE  ZBRE
Place of % of preference
incorporation % of ordinary shares held shares held Nature of
o Nemeofcompany ... ... edopemton .. TheBank . TheGroup  TheGroup business
Asia Strategic Capital Limited KERREE 30% REER
BVI Invéstment holding
Asian Capital Equities, Inc. FEE 27% REEE
Philippines Stock dealing
ZRF (FE) EHERAH EE 20% 25
Cementhai Trading (Hong Kong) Limited Hong Kong ) Trading
REIRBHER LR ORI # 25% —RERRH
China International Finance Company PRC General financial
Limited (Shenzhen) services
BRREVBTERRLE EE 20% HERBBRS
DaimlerChrysler Services China Limited Hong Kong Financing and leasing
(B formerly debis Financial Services services
China Limited)
East Asia (AEA) Capital Corporation FEE 35% BERTT
Philippines Investment banking
ROEHERLA 6 50% B
East Asia Heller Limited Hong Kong Factoring
East Asia MBK Limited EBENEE 50% 50% REER
BVI Investent holding
BEERYBERAG HE 35% e
Hainan International Finance Company Limited PRC General finandial
services
iBrandDirect.com (Holdings) Limited HEEE 333% REER
Cayman Islands Investment holding
IAREERERERALR EERNEE 25% RERR
ICEA Finance Holdings Limited BVI Investment holding
Platinum Holdings Company Limited naze 30% AR
Cayman Islands Investment holding
PT Bank Daiwa Perdania HE 24.5% BIREESRER
Indonesia Banking & related
financial services
LEEREBRER LA & 25% et
Shanghai International Finance PRC In liquidation
Company Limited
RERERLABRLE i 24% S
Summit Securities (5) Pte. Ltd. Singapore In liquidation
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BER e

ADE

Name of company

HRLRERAT

Sunfire Enterprises Limited

Transatlantic Trust Corporation

EERRER LA
Trans-Ocean Insurance Company, Limited

BREEERERLNA

Trilease International Limited

LBR
BanlieE ek TROFERE FEEFEES
Place of
incorporation % of ordinary shares held
and operation The Bank The Group
REEXEE 20%
BVI
nEX 20%
Canada
EE 48.7%
Hong Kong
BB 20%
Hong Kong

Note: BVI denotes British Virgin Islands and PRC denotes Peaple's Republic of China.

21, BE

A
1A18
BEBERLRTANNEE
RUBEHNELANEE

128318

BB

1A18
REPEBLFTAFNEE
ER A

12318

200012 A3 BERE

2000512 531 BEEE (88)

@ mz=gcaRLaE 200EF%

21.

Goodwill

Cost
At 1st January
Addition through merger with UCB
Additions through acquisition of subsidiaries

At 37st December

Accumulated amortisation
At 1st January
Addition through merger with UCB
Amortisation for the year

At 31st December

Carrying amount at 31st December, 20071

Carrying amount at 31st December, 2000 {restated)

BER
TREFfGEE  2RHE
% of preference
shares held Nature of
The Group business
nEER

Property development
EREE
Administration

of trusts

(RRR

Insurance

HE
Leasing

&0 The Group %17 The Bank
2001 2001
BT HKS'000 BT HKS'000

1,645,623 -
— 158593
383,978 -

(2035601 158593
51,551 -
- 43,613
58084 7,9%0

148515 51583
1885986 107,050
1,594,072 —




 eneinuss) NOGES @R Che ACCOURES

22. BEEE

KAREE
200151 A1H
BE
EUENELE S

#E
HE
ERAE

2001 F 12 5318

RIATE
20001 AR
EERXN
ERENBARNEE

HERDR

2001512 A31H

200112 A31 8
REEE

20005128318
FEFE

HREEBBEIIRIT -

YRR ARG
HESRET - 1989 F
- 1991 £

EREEREEAERNTILREED
2001512 A31 B A EEREH
HEHINEN R AEEG31,322,0007T
(20002 : #%1,103,800,0007T) K&
43,025,0007C (20005 : #1£48,261,000
T e

AT e S R B (B BRI
RRENENARSEREEENREE
M -

22. Fixed Assets

£0 The Group
T BR RERERE S &%
Bank Furniture, Fixtures Investment
Premises  and Equipment Properties Total

BRTAHKS000 BEFRHKSO00 BRTZHKS000 BRE7 HKS000

Cost or valuation

At 1st January, 2001 4,015,063 1,405,937 500,906 5,921,906
Additions 153,897 168,555 - 322,452
Additions through acquisition

of subsidiaries 10,825 6,832 — 17,657
Transfers (3,466) - 3,466 -
Disposals (2,290) (51,627) (27,208) (81,125)
Exchange adjustments . ((1,?6§)7 0(4%7502)0 o (1.674) (8.394)
At 315t December, 2001 4,172,061 1,524,945 475,490 6,172,436

Accumulated depreciation

At 1st January, 2001 288,850 876,695 12,627 1,178,172
Charge for the year 46,205 158,753 938 205,896
Additions through acquisition
of subsidiaries 1,054 4,727 - 5,781

Transfers (271) — 274 -
Written back on disposal {696) (38,701) (2,824) (42,221)
Exchange adjustments o (e (3087 (374) (4.008)
At 31st December, 2007 334,595 998,387 10,638 1,343,620

Net book value at
315t December, 2001 3,837,466 526,558 464,852 4,828,876

Net book value at
31st December, 2000 3,726,213 529,242 488,279 4743734

The gross amounts of the above assets are stated:

At cost 2,765,935 1,524,945 353,528 4,644,408
At Directors' valuation - 1989 1,243,582 - 29,643 9,273,225
991 162588 o~ 92319 234863

4,172,061 1,524,945 475,490 6,172,496

The cost or valuation of bank premises and investment properties held for use under operating leases and
the related accumulated depreciation charge as at 31st December, 2001 were HK$931,322,000 (2000 :
HK$1,103,800,000) and HK$43,025,000 (2000 : HK$48,261,000) respectively.

The total future minimum lease payments of bank premises and investment properties held for use under
non-cancellable operating leases are receivable as follows:
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EEHE

TELR
1ELEESFR

SE LR

BEAMELRBRB(SHEFRLADE 3R
(REMENEGHEE ZATMERE
B EFFROMBHEEYERA -

£{1The Group #17 The Bank
2001 2000 2001 2000
BETTHKG000 EETTHKS000 BRFRHKS000 EETTHIS000
Within one year 44,832 51,662 15,207 18,824
After one year but
within five years 40,953 59,540 13,617 11,726
After five years ., 4857 788 4857 = R
80,642 111,971 33,881 30550

Investment properties have not been revalued in accordance with the provisions of SSAP 13 " Accounting for
investment properties” as the amounts involved are not considered to be material in the context of these

accounts.

2001 2000
BRI HKS000 AETTHKS000

IR EMERE Bank premises and investment properties comprise;
AR — HEELIMIE Freeholds - Held outside Hong Kong 248,394 244,605
EfEH, Leaseholds
tEE Held in Hong Kong
REFEL (SOFLA L) On long-term lease (over 50 years) 3,006,287 3,027,096
FHERL (10E504) On medium-term lease (10 - 50 years) 525,959 548,718
EEBEL (1055 T) On short-term lease (below 10 years) 378 472
HEERNINEE Held outside Hong Kong
REAH G0F L) On long-term lease {over 50 years) 171,342 44,828
FEEH(10E50F) On medium-term lease (10 - 50 years) . 349958 348773
4302318 4214492
£317 The Bank
T B EURRE RENE ag
Bank Furniture, Fixtures Investment
Premises  and Equipment Properties Total
BRTTHKS000 BT HCS000 BT HKS000 BETT HKS'000
KA A Cost or valuation
200151818 At 1st January, 2001 2,182,782 1,057,394 77,247 3,317,423
28 Additions 152,206 134,219 — 286,425
AERPEBLRTAFNEE Addition through merger
with UCB 852,639 62,220 - 214,859
B Transfers {4,025) — 4,025 -
& Disposals (1,690) (25,824) (27,208) (54,722)
BH A% Exchange adjustments L e G0 (78 (5712
2001128318 At 31st December, 2001 3,180,002 1,224,985 53,286 4,458,273
REITE Accumuiated depreciation
20011 R1R At 1st January, 2001 214,074 849,412 6,251 869,737
EEATH Charge for the year 34,436 128,230 252 162,918
BRPERARITE AL Addition through merger
with UCB 33,137 24,586 - 57,723
HiR Transfers (279) — 271 —
B R A Wiitten back on disposal (683) (16,404) (2,824) (19,911)
ERAE Exchange adjustments R £ 1) @025 S  {2,675) i
2001512318 At3IstDecember, 2001 280,154 783,799 3839 1,067,792

RERGTERAE 2001558
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2001124318
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200012318
BREFE
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TRRCRE
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23. ERTHNTREES

1{EHB1,634,863,0007T(209,665,000%
TYEE 2% KR BERES  BR 2001 F
7A19 8 EESHEEATEEENTR
BE - REFF BT L ABY 82,063,000
7T (2000 £ : % 159,197,000 7T ) ©

24. WEARRHRIWELFIRE
REM  ABTRELHBAIEIE
2525 - HBAARKRANELADH
BHIMT

(a) WELTRK

#17 The Bank
it Bf Z8RRR RENR g8
Bank Furniture, Fixtures Investment
Premises  and Equipment Properties Total

BETTHKS000 BRTTHKS000 BRTHKS000 ZHF7 HKS'000

Net book value at
31st December, 2001 2,899,848 441,186 49,447 3,390,481
Net book value at
31st December, 2000 1,968,708 407,982 70,996 2,447,686
The gross amounts of the above assets are stated:
At cost 1,936,420 1,224,985 23,644 3,185,049
At Directors' valuation - 1989 1524?03,;583 e T %9,§4g . °1£2'{3,32{§
3,180,002 1,224,885 53,286 4,458,273
2001 2000

CBBTTHKSOD AR A0

Bank premises and investment properties comprise:

Freeholds - Held outside Hong Kong 22,535 25,280
Leaseholds
Held in Hong Kong
On long-term lease {over 50 years) 1,991,289 1,324,472
On medium-term lease (10 - 50 years) 443,793 296,478

On short-term lease (below 10 years) 378 472
Held outside Hong Kong

On long-term lease (over 50 years) 171,342 44,828
On medium-term lease (10 - 50 years) s 3049,095{!8 s 48173
2,949,295 2,039,704

23. Convertible Bonds Issued

The 2 per cent Convertible Bonds issued amounting to HK$1,634,863,000 {U$$208,665,000) were
redeemed on 19th July, 2001 at the option of the bond holders. Interest expense for the year
amounted to HK$82,063,000 (2000 : HK$159,197,000).

24, Amounts Due from and Due to Subsidiaries

During the vear, the Bank entered into transactions with certain subsidiaries in the ordinary course of its
banking business. Detalls of the amounts due from and due to subsidiaries are as follows :

{a) Amounts due from subsidiaries
7 The Bank
2001 2000 EF Restated
AMTTHKS000 EBTITHC000

Financial institutions 366,447 278,028
Ot ., 1084305 1051353
1,410,752 1,329,981
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(b} RETBARIZE (b} Amounts due to subsidiaries

SRIEE Financial institutions
Efh Others
25. 2001 FEHRAN 25. Maturity Profile for 2001
£ The Gro

PHER 3RS 3M@AML 1EHL
BF Eif 5%

fyearor  Syearsor

Repayable 3 months less but over less but over
on demand orless 3 months i year
ERTR EBtn BRI ERTn
HK$'000 HK$'000 HKS'000 HK$'000

EE Assets
- ERITHEBER . placements with banks and
BENER cther finandial institutions — 8,018,078 3,027,432 -
- RENERE - Certificates of deposit held — 696504 665075 1,027,925
— BPERME76) - advances to customers
(Note 17(a)) 7,240,490 10,763,128 10,131,823 138,022,095
- BITkEHSE - Advances to financial
%%%ﬁ(ﬁ%ﬂ(a)) institutions {Note 17(a)) - 8,963 14,043 51,364
— BEETIEEMRE . Debt securities included in:
BRES
— BEHBNBBES | Held-to-maturity debt
(rE161b) Securities (Note 16(b)) — 58803 580,677 1,554,268
- RERF - Investment securities
(BtEE16(0) (Note 16(c) - - - 50
- EMEHRE - Other investments
(Rtiz16(a)) in securities (Note 16(z)) — 58029 390675 2,693,008
7040490 19,603,565 14,809,725 43,348,710
aiE Liabilities
- RTREMER - Deposits and balances
BENEARES of banks and other
financial institutions 191,337 3,611,383 1,361,638 3,809
- BFER - Deposits of customers 32,409,538 101,041,885 6,902,451 462,877
- BBIZERE - Certificates of
deposjt issued - - 7,485,600 1,100,000
- BETZIARES - Convertivle bonds issued - - -, 31881

132,600,859 104,653,268 15,749,639 1,883,667

HERITERAA 2001 F F R

817 The Bank
2001 2000 £ Restated

RETRHKE'000 BETTHKE000

6,879,172 7,968,993

(4610965 - 235198
11490137 8,204,191

up
SENE

After

5 years
ERTR
HKS'000

29,941

39,495,857

240,073

40,318,996

553125

£19 o]
RE

Undated Total

BRI ARTR

HKS'000 HK$'000

— 11,045,510
— 2,419,445

2,521,169 108,174,562

486,279 560,649

— 2,433,861
20,155 20,205

— 3,694,837
3,027,603 128,349,069

5,168,251
140,816,751

8,585,600
316891

154,887,493

o
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#£47 The Bank
BiRHER 3ERE  3M@ANL TELE SEHL EiE 88
BT 21 BSE Ay
Tyearor  5yearsor
Repayable 3 months less but over less but over After
on demand orless 3 months 1 year Syears  Undated Total
BETR BETR BETR BETR BETE BRI REIRT
___ Hx$'000 HKS'000  HKS'000  HXS'000  HK$'000  HK$'000 HKS$'000
BE Assets
— ERTRELSE - Placements with banks and
BTN other financial institutions — 7,631,462 2,988,380 — — — 10,619,842
— BENERE - Certificates of deposit held - 605,383 433,947 701,845 - — 1,741,145
— EFEZ(HE17) - Advances to customers
(Note 17(a)) 5572,868 9,263,245 8,374,664 32955232 31,405,678 1,903,502 89,475,189
- RITREfMSa - Advances to financial
HEER (3217 institutions (Note 17(a)) - 8,963 14,043 51,364 - 486,279 560,649
— EIEETMIEE AL - Debt securities included in: ’
B s
— BTHENEBKES - Held-to-maturity debt
{BzE16(0)) securities (Note 16{b)) - 57,337 381,169 1,020,464 192,505 — 1,651,475
- REEH - Investment securities
(Bizx16(0) (Note 16(c)) - - - - - 9,592 9,592
- EMBEHRE - Other investments
(MzE16(a) insecurities (Note 16(@) ~  — 49976 390675 2455766 ~ 444517 ~  — 3,340,934
5,572,868 17,616,366 12,582,848 37,184,671 32,042,700 2,399,373 107,398,826
BiE Liabilities
- B REMeH Deposits and balances
BRENEARER of banks and ather
financial institutions 176,972 3,601,013 1,349,591 - - - 5,127,576
~ BEEH - Deposits of customers 28,945,973 77,013,660 5,626,680 46,368 - — 111,632,681
— BETZERE - Certificates of
deposit issued ~ — 7,384,233 1,100,000 2,200,000 — 10,684,233
~ DEOZAABRES - Convertblebondsissved ~— - — 316801  —  — 316891
29,122,945 80,614,673 14,360,504 1,463,259 2,200,000 — 127,761,381
2000 FEHR AR Maturity Profile for 2000
£ The Group
FIEER 3fERE 3EAKE 1R SEH R k4 &8
BT E E5E BE
T year or 5 years or
Repayable 3months  lesshutover  less but over After
on demand or less 3 months 1year 5 years Undated Total
BETL BEIT BETT RETT BEIT AETTL BETT
. HKS'000  HKS'000  HK§'000  HK$'000 CHKS000  HK$'000 HKS'000
BE Assets
— ERTNAMZE - Placements with banks and
BBRER other financial institutions — 7984171 3985318 - -~ — 11,969,489
- BENERE - Certificates of deposit held — 562,060 521,153 994,873 10,043 38997 2,127,126
— BRERMEI7E) - Advances to customers
(Note 17(a)) 7,044,901 10,731,007 11,225,618 28,117,453 43,086,688 3,788,292 103,993,959
- BITRENSE - Advances to financial
BEERMHI7@)  institutions (Note 17(a) - 8,934 45,28 79,357 — 377,053 510,625
— BEETHEEAN . Debt securities included in:
ERES
- BENINEBES - Helo-to-maturity debt
(HrEx16(b)) securities {Note 16(b)) — 591420 621766 1232783 340734 15401 2,802,104
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FEEs
Repayable
on demand
BETT
HK$'000
- REES - Investment securities
GEIEE) (Note 16(c)) —
- EfpBERE - Other investments
{fzE16(a) in securities {Note 16(a)) 27,298
BE Liabilities
- BiTkEneR - Deposits and balances
BROTRRES of banks and ather
financial institutions 215,024
~ BEER - Deposits of customers
- BBIZERE - Certificates of
deposit issued -
— BB{T2AEMRES * - Convertible bonds issued * —
PR
Repayable
on demand
BETR
HK$'000
BE Assets
— ERITAEMEE - Placements with banks and
BESNER other financial institutions —
- FENESE - Certificates of deposit held -
- ZEEF(MEE17G) - Advances to custamers
(Note 17(a)) 5,141,185
- BORERSR - Advances to financial
BESR(ME17G)  institutions (Note 17(a)) -
— BEETHEERN - Debt securities incduded in:
EBEs
- BEHHNERESR - Held-to-maturity debt
(HtsE16(b)) securities (Note 16(b)) —
- BEES - Investment securities
{FiE16() {Nate 16(c)) -
- EthEREE - Other investments
(5516000 in securities (Note 16@)) 27,298
8 Liabilities
- BOREMER - Deposits and balances
BROFERRAR of banks and other
financial institutions 207,422
- BFER - Deposits of customers
- DEBIZERE - Certificates of

- BEfTzUBRES -

* BEZERANDER B BFSEAZERE 23 ffEL -

- Convertible bonds issued *

IfARE
BT

3 months

or less
BETR
HK$'000

133614

3EAM
Z1E

1 year or
less but over
3 months
EETR
HK$'000

390,065

Z8 The Group

TELE SEME
zs5%
5 years or
foss but over After
1 year 5 years
BETL RETR
HK§'000 HK$'000
50 —
1,452,463 155,896

072,199 20011,206 16789201 31876985 43593361

3,490,898

25,160,878 105,453,415

1,174,549
7,910,391

6,005,350

1,952,254

125,375,902 108,944,313 17,102,544

3{A%

P

3 months

or fess
BETT,
HK$000

7,334,668
538,003

9,364,286

8,934

42,102

Mzger

3ERSE
EfF

1 year or
less but over
3 months
RETL
HK$'000

3,752,246
297,594

9,405,726

45,281

263,473

380,956

2,168,483 17400,354 14,145,276

depasit issued

21060,065 80481445 15,132,363

@ FTERATERAT 0015 R

3,459,008

20,852,643 77,022,437

1,174,549
5979214

6,026,352

L1225

EEH ag
A
Undated Total
AL EETR
HK$'000 HK$'000
17,351 17,401
— 259342

4237094 123580046

18,858 - — 4,899,329
222,566 — — 138,747,250
2,478,848 - — 8,544,198
’ - - — 1,‘952,254
2 = — 154143031 _
8817 The Bank
TEHE SEE EiR e
ESE BE
5 years of
less but over After
1 year 5 years Undated Total
BETE  BMIR O BEFR B8R
HK$'000 HK$'000 HK$'000 HK$'000
— - — 11,086,914
627,929 - 38,997 1,502,523
22,913,312 31,610,854 3,095,440 81,530,803
79,357 — 377,053 510,625
734,156 233,210 15,401 1,288,342
— — 6,180 6,180
1413496 127227 — 2061938
125,768,250 31971,291 3,533,071 97987325
18,858 - — 4,859,837
93,146 — — 103,947,440
2,416,451 2,200,000 — 10,642,803
LT R e I
2,528,455 2,200,000 — 121,402,334

* Maturity based on expected Bondholders' option as mentioned in Note 23.
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26. Tax and Deferred Taxation

%0 The Group £17 The Bank
2001 2000 2001 2000

AETRHKSO00 AHTT A0 BRITHRSO00 REFLHG0

Hong Kong profits tax provision 37,481 20,743 28,783 5315

Overseas taxation 30,480 30,852 29,366 29,600

Deferred taxation (Note) . 362329 281285 330,363 265528
430,290 332,880 388,512 300,443

Note: Movement of deferred tax during the year is as follows:

%0 The Group 817 The Bank
2001 2000 2001 2000
BETTHKS000  EETIHG00 BRFRHKS00 EHTIHS00

At 1st January 281,285 297,644 265,528 293,899
Arising during the year (Note 8) 221,444 116,665 194,418 105,222
Amount written off on

investments in leasing

partnerships (140,400) (133,550 (140,400) (133,550)
Addition through merger

with UCB - — 10,817 -
Additions through acquisition

of subsidiaries — 569 - -
pongeadustmens LT, L L L@ T )
At 31st December 362,329 281,285 330,363 265,528
Comprising:
Leasing transactions 329,106 253,276 304,939 242,459
otrers LB mm | BaN D0

362,329 281,285 330,363 265,528

The revaluation surpluses arising on the revaluation of bank premises and investment properties are not
subject to deferred taxation as the disposal of these assets at their carrying value would result in capital
gains which are not subject to any tax liability.

There is no significant deferred taxation liability not provided for.
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BElE -
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27.

28.

Loan Capital

Loan capital of face value of HK$4,288,625,000 (US§550,000,000) and carrying amount of
HK$4,271,123,000 (US$547,755,000) represents 7.5% subordinated notes qualifying as tier 2 capital
which were issued on 30th January, 2001 by East Asia Financial Holding (BVI) Limited, a single
purpose wholly owned finance subsidiary of the Bank. The Bank unconditionally and irrevocably
guarantees all amounts payable under the notes which are listed on the Luxemburg Stock Exchange.
The notes will mature on 1st February, 2011,

Loan capital outstanding at 315t December, 2000 represented floating rate subordinated notes qualifying as
lower tier 2 capital issued by the Bank. These notes were redeemed on 13th February, 2001.

Share Capital
2001 2000
RHBE HE EE B
No.of shares  Nominal value No. of shares Nominal value
F'000 BET 7 HIE000 T'000 EETTHKS000
Authorised:
Ordinary shares
of HK$2.50 each 2,600,000 6,500,000 2,600,000 6,500,000
Issued and fully paid:
At 1st January 1,814,778 3,536,945 1,393,125 3,482,814
Shares issued in lieu of
dividends 12,822 32,055 13,244 33,109
Shares issued under Staff
Share Option Schemes 5,885 14711 8409 21,022
At 31st December 1,433,485 3,583,711 o 1414778 3536945

Pursuant to the approved Staff Share Option Schemes (the * Schemes"), options o purchase ordinary shares
in the Bank were granted to eligible Executive Directors and employees. The option price was 95% of the
average closing price of the existing shares of the Bank on The Stock Exchange of Hong Kong Limited on the
five business days immediately preceding the date of offer of such options. The options granted under the
Schemes will be exercisable between the first and the fifth anniversaries of the date of grant. At 31st
December, 2001, the outstanding options were:

RREETEH REE RingE

Date of options granted Option price Number of shares

199764 5298 29th April, 1997 BB HKS24.59 T 13,395,000
19984547 20R 20th April, 1998 A HKS15.30 7T 5,783,200
199954 8218 21st April, 1999 B HKS12.09 7T 5,063,000
20004820 B 20th April, 2000 A HK$16.46 T 11,700,000
200064191 19th April, 2001 B HK$16.96 7T 5,520,000
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29.

Reserves for 2001

{a) Share premium
At 1st lanuary
Net premium on shares issued under
Staff Share Option Scheme
Shares issued in lieu of dividends
Capital fee

At 31st December

{b) General reserve
At 1st January
- As previgusly reported
- Restatement of goodwil
- Arising from adoption of equity

accounting for investments in associates _

As restated

Addition through merger with UCB

Transfer from current year profit

Transfer from retained profits

Shares issued in lieu of dividends

Realised surplus on disposals transferred
from property revaluation reserve

At 31t December

{¢) Property revaluation reserve (undistributable)
At 1st January
Realised surplus on disposals
transferred to general reserve

At 31st December

(d) Statutory reserves (undistributable)
At 1st January
- As previously reported
- Arising from adaption of equity

accounting for investments in associates

As restated
Exchange adjustments

At 31st December

{e) Capital reserve (undistributable)
At 1st January and 31st December

£ The Group

2001
#47 The Bank BE 2B Assotiates

BBETHIS00 BEFHHKS000 AETT HKS 000

338071 338,07 -
69,708 69,708 -
(32055)  (32,055) -

L I
375694 375,694 -

9,041,002 9,673,225 -

1,645,623 - -

B L

10,693,195 9,673,225 6,570

— 155000 -
462,000 390,000 -
23,938 - 23938
220837 229837 -

B L A L

11,418,601 10,457,693 30,508

1,385,463 1,390,863 -

G B U

1375832 1381232 -
5B T

5,534 - 5,534
B R T
5,532 - 5,532
86,436 - -
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%0 The Group

2001
#517 The Bank &4 7 Associates

RETHKE000 RETRHICP'000 BT 7 HKY000

{f) Exchange revaluation reserve {undistributable)

{

At 1st January
- As previously reported
- Arising from adoption of equity

accounting for investments in associates

As restated
Exchange adjustments

At 31st December

2892

(23.565)
(20,573}

. 29339

(49,712)

10,296

-, .(@3565)

10296  (23,565)
C(16673)  (5913)

(6377) _ (29478)

PR

Other revaluation reserves {undistributable)
At 1st January

- As previously reported

- Arising from adoption of equity

accounting for investments in associates

As restated
Exchange adjustments

At 31st December

Retained profits
At 1st January
- As previously reported
- Restatement of dividend receivable
- Proposed final dividend restated
- Amortisation of restated goodwill
- Arising from adoption of equity
accounting for investments in associates

As restated
Addition through merger with UCB
Net profit for the year
Transfer to general reserve
Transfer to general reserve
Dividends
- Proposed final dividend restated
- Interim dividend
- Final dividend in respect of previous year

Exchange and other adjustments

At 31st December

458,973

£36,650
(54,551)

| B1E8T6

1,281,948
1,599,806
{462,000)
(23,938)

(636,650)
{300,430)
(1.821)

. (a7

1,452,170

5,509
(98,468)
636,650

-~ . 167,166

543,591 167,166
14,120 -
1,580,062 (20,989}
(390,000) -
- (23,938)

(636,650)

(300.430)

(1,821)
A A
808,972 117,494

Total reserves

14,663,790

13017214 123,293
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Reserves for 2000

(@

2000 E3f Restated

£8TheGroup 17 The Bank HEL T Assocites
_fé?ﬁfﬁH_@OQQ %‘éﬁ;ﬁﬁKS’ODD /‘EﬁfiHKWOO
Share premium
At 1st January 281,865 281,865 -
Net premium on shares issued under
Staff Share Option Scheme 89,345 89,345 -
Shares issued in lieu of dividends (33,109) (33,109) -
Capial fee B
At 31st December 338071 338,071 -
General reserve
At 1st January
- As previously reported 9,511,129 8,828,126 -
- Restatement of goodwill 177,3%4 — -
- Arising from adoption of equity
accounting for investments in associates 8570 ,6.570
As restated 9,695,093 8,828,126 6,570
Transfer from current year profit 780,000 610,000 -
Shares issued in lieu of dividends 235,099 235,099 -
Realised surplus on disposals transferred
from property revaluation reserve 1,003 - -
Capitalisation issue Jasoy S
At 31st December 10,693,195 9,673,225 6,570
Property revaluation reserve (undistributable)
At 1st January 1,386,466 1,390,863 -
Realised surplus on disposals
transferred to general reserve R 1P
At 31st December 1,385463 1,390,863 -
Statutory reserves {undistributable)
At 1st January
- As previously reported - - -
- Arising from adoption of equity
accounting for investments in associates 5464 = L5464
As restated 5,464 — 5,464
Transfer from retained profits 50 — 50
Exchange adjustments L. T 20
At 31st December 5,534 — 5,534
Capital reserve (undistributable)
At 1st January 68,436 — -
Capitalisation issue Lo oo LT
At 31st December 86,436 - -
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(f)  Exchange revaluation reserve (undistributable)

At 1st January
- As previously reported
- Arising from adoption of equity

£ The Group
BETIH000 AETTHK000 EETTHKS000

accounting for investments in associates

As restated
Exchange adjustments

At 31st December

Other revaluation reserves (undistributable)
At 1st January

- As previously reported

- Arising from adoption of equity

accounting for investments in assaciates

As restated
Exchange adjustments

At 31st December

Retained profits

At st January
- As previously reported
- Restatement of dividend receivable
- Proposed final dividend restated
- Amortisation of restated goodwill
- Arising from adoption of equity

accounting for investments in associates

As restated

Net profit for the year
- As previously reported
- Restatement of dividend receivable
- Amortisation of restated goodwill
- Arising from adaption of equity

accounting for investments in associates

As restated
Transfer to general reserve
Transfer 10 statutory reserves

arising from adoption of equity
accounting for investments in associates

Dividends
- As previously reported

- Final dividend paid in respect of previous year

- Final dividend proposed after the
balance sheet date

As restated

2000 5 Restated
H{7The Bank  BHE R EAssodiates

13,838 20,990 -
12,256) - (12,256)
1,582 20,990 (12,256)
(22,155 (10694) (11,309)
20573 1029 (23,565)
(164) T (164)
(164} — (164)
240 - 240
e s
286,274 6,442 -
— (55,969) -
529,388 528,388 —
(35,762) — -
04280 = 1208%
)984,1807 . 479,861 120,894
1,871,022 1,527,390 —
- (42,499) -
(15,789) — —
L 3N8s 45
1,887,078 1,484,891 4451
: (789,0QO) \(610/,000)‘ L. LT
B R U
(918,323) (918,323) -
(529,388) (529,388) -
636650  638e50 o —
) (’8111’,0,60 (8‘11‘,060’ LT
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30. BERERINER
(@) FABERER
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2000 E3§ Restated
£3 The Group $17The Bank B 2 FlAssadiates
ABTILHKI000 EETITHKS000 AT HKS000

Exchange and other adjustments arising
from adoption of equity accounting

for investments in associates (restated) 1801 T 1801
At 31st December 1,281,948 543,691 167,166
(i) Total reserves 13,770,150 11,956,1746 155,781

The application of the share premium account is governed by Section 488 of the Hong Kong Companies
Ordinance.

General reserve was set up from the transfer of retained earnings, the realised revaluation surplus on
disposal of properties and the value of shares issued in lieu of dividend.

Property revaluation reserve and exchange revaluation reserve have been set up and are dealt with in
accordance with the accounting policies adopted for the revaluation of bank premises and investment
properties and foreign currency translation.

Capital reserve represents the capitalisation of subsidiaries' reserves.

Total distributable reserves of the Bank amounted to HK$11,266,665,000 (2000 restated :
HK$10,216,916,000).

30. Off-Balance Sheet Exposures

(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class of contingent liabilities
and commitments:

%0 The Group #47 The Bank
2001 2000 2001 2000
AETTHKS000 ERFAKI000 BBFTHKS000 AET T HKS'000

Direct credit substitutes 3,717,540 2,250,206 3,609,603 2,125,027
Transaction-related contingencies 460,168 260,214 345,349 246,273
Trade-related contingencies 2,197,335 2,705,737 2,029,647 2,401,645
Note issuance and revolving

underwriting facifities 23,178 31,368 23,178 31,368
Other commitments with

an original maturity of :

under 1 year or which are
unconditionally

cancellable 24,391,868 22,507,332 15,623,232 14,001,923
1 year and over 7,469,282 5,069,455 7,474,961 4,747,648
Otners f e e e m e B T e

38,259,371 32,826,305 29,105,970 23,553,884
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(b) $TETH (b) Derivatives

PTETARER - BRSRENEENE Derivatives refer to financial contracts whose value depends on the value of one or more underlying
YEEETEENMBEH - assets or indices.

UTASBNETAERERNEER The following is  summary of the notionat amounts of each significant type of derivative for the Group
- and the Bank : '

&1 The Group #{7 The Bank
2001 2000 2001 2000
BETAHKS000 EETTHKS000 BHETTHKS000 BETLHKS 000

BRLH Exchange rate contracts
EHTSRAE Forwards and futures 5,207,330 7227124 6,116,206 6,351,492
H#ET5 Swaps 14,127,436 15,269,665 13,698,573 15,261,757
BASE Options purchased 167,908 - - —
s o ERE Options written 167,908 - — —

FlEeH Interest rate contracts
BERARAE Forwards and futures 162,710 253,935 146,000 217,588
BHR 5 Swaps 6,250,323 1,572,211 6,250,323 1,505,915
[EPN:t: Options purchased 19,493 19,499 19,493 19,499

BIEH Equity contracts
BB A ERiE Options purchased 19,365 — - —
bl S Options written o, Te3s 0 — - =

27,4183 2030243 26230595 23356251

NESBTEATEARREFPZERME The above financial instruments represent transactions that are substantially initiated in response to
Eo REERFITUBEEARZEHE - customer demands and no significant positions are maintained by the Group or the Bank.

MMEEEBRRNEARNEENALEER The replacement costs and credit risk weighted amounts of the aforesaid off-balance sheet exposures
BRINEHB|OT - ELEBURTALRE are as follows. These amounts do not take into account the effects of bilateral netting arrangements.

BLHNFE -
£0The Group 817 The Bank
2001 2000 2001 2000
BETTHIKE000 BETTHKS000 BETTHKS000 EHTLHKS000

BEMK Replacement costs
EXLH) Exchange rate contracts 135,209 284,751 135,365 281,909
ME&H Interest rate contracts 55,196 7391 55192 71101

190,405 358712 190557 353,000

FERRNERE Credit risk weighted amounts
SABERAE Contingent liabilities and
commitments 7,789,246 5,194,552 7,650,961 4,923,893
EEEH Exchange rate contracts 125,819 132,793 120,823 121,017
FLES= S Interest rate contracts 98,597 22938 18595 21460

7,933,662 5,350,283 7,790,379 5,066,370
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The tables above give the contractual or notional amounts, replacement cost and credit risk-weighted
amounts of off-balance sheet transactions. The replacement cost is calculated for the purposes of
deriving the credit risk-weighted amounts. These are assessed in accordance with the Hong Kong
Monetary Authority's guidelines which implement the Basle agreement on capital adequacy and depend
on the status of the counterparty and the maturity characteristics. The risk weights used range from
0% to0 100% for contingent liabilities and commitments, and from 0% to 50% for exchange rate and
interest rate contracts. Replacement cost represents the cost of replacing all contracts which have a
positive value when marked to market. Replacement cost is a close approximation of the credit risk for
these contracts as at the balance sheet date. The credit risk-weighted amount refers to the amount as
computed in accordance with the Third Schedule to the Hong Kong Banking Ordinance.

Contingent liabilities and commitments are cradit-related instruments which include acceptances, letters
of credit, guarantees and commitments to extend credit. The contractual amounts represent the amounts
at risk should the contract be fully drawn upon and the client default. Since a significant portion of
guarantees and commitments is expected to expire without being drawn upon, the total of the contract
amounts is not representative of future liquidity requirements.

Off-balance sheet financial instruments arise from futures, forward and swap transactions undertaken
by the Group and the Bank in the foreign exchange, interest rate and equity markets.

The notional amounts of these instruments indicate the volume of transactions outstanding at the
balance sheet date; they do not represent amounts at risk.

Capital commitments

Capital commitments outstanding at 31st December not provided for in the accounts were as follows:

%M@ The Group 17 The Bank
2001 2000 2001 2000

Expenditure authorised and

contracted for 65,694 78,356 64,657 70,776
Expenditure authorised but not
contracted for L, 3089 o 2738 e
68,783 80,428 67,396 72,459

Operating lease commitments

At 31st December, 2001, the total future minimum lease payments under non-cancellable operating
leases are payable as follows:

%@ The Group £47 The Bank
2001 2000 2001 2000
ABTRHKS000  BETIHG00 BRTAHKSO00 RET5HKS000

Premises
Leases expiring:

within one year 102,435 99,401 122,970 112,564
after one year but within
five years 82,479 105,443 70,222 86,706
deriveyers | BSM s B M
214,848 239,050 220,574 232,415
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31. (o) AEERFABANELEE 31, (a) Reconciliation of profit for the year before taxation to
BEE (RE) /| RARSEY

net cash (outflow) / inflow from operating activities

2001 2000 £ Restated
BETTHKS'000 BET7THKS000

Profit for the year before taxation 1,890,856 2,180,747
Decrease in interest receivable and other accounts 55,679 796,115
Increase in interest payable and other accounts (72,428) (338,000)
Charge for bad and doubtful debts 432,385 706,786
Provision for diminution in non-trading equity securities 10,321 2,436
Provisions on held-to-maturity debt securities, investment

securities and associates 45,043 72,530
Share of profits less losses of associates 12,741 (51,878)
Net profit on disposal of held-to-maturity debt securities,

investment securities and associates (21,445) (16,071)
Net (profit) / loss on disposal of

non-trading securities (705) 13,145
Net {profit) / loss on disposal of fixed assets (8,369) 5,167
Interest expenses on certificates of deposit and bonds issued 879,415 992,090
Depreciation on fixed assets 205,896 170,395
Amortisation of goodwill 08,064 15,789
Dividend income from equity securities (21,753) (12,285)
Net cash inflow from trading activities 3,505,706 4,536,966
Net (increase) / decrease in placements with banks and other

financial institutions (repayable beyond three months) (167,282) 2,205,572
Net (increase} / decrease in trade bills (16,135) 89,170
Net increase in certificates of deposit held (repayable

beyond three months) (153,230) (504,373)
Net decrease / (increase) in trading

equity securities 126,882 (215,399)
Net increase in advances to customers (4,064,986) (7,466,403)
Net (increase) / decrease in advances to banks and other

financial institutions (50,024) 319,860
Net decrease in treasury bills

(repayable beyond three months) — 4,530,325
Net increase in debt securities

(repayable beyond three months) (1,510,356) {490,333)
Net increase in deposits and balances of banks and other

financial institutions 261,124 2,547,380
Net increase in deposits of customers 1,122,479 6,776,082
Exchange adjustments - (32,225) 11,137
Net cash (outflow) / inflow from operating activities (978,348) 12,339,984
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(b) Purchase of subsidiaries

(c)

2001 2000
BETTHKS'000 BT HKS 000
Net assets acquired

Cash and balances with:

- The Bank — 73,697

- Other banks and financial institutions - 5,452,900
Placements with banks and other financial institutions

maturing between one and twelve months 337,775 272,986

Trade bills less provisions - 28,614

Other investments in securities 125,213 328

Certificates of deposit held 473,250

Advances and other accounts less provisions 599,648 15,094,184

Held-to-maturity debt securities 6,397 866,515

Investment securities 2,854 2,027

Fixed assets 11,876 691,090

Deposits and balances with banks and other

financial institutions (7,798) (31,185)

Deposits of customers (947,322)  (19,711,956)

Certificates of deposit issued - (101,395)

Other accounts and provisions {11,576) (312,046)

Minority interests LT (436, 985) .,

117,067 2,362,024
Purchase of remaining net assets of a subsidiary owned

by its former minority shareholders 433,289 -

Goodwill arising on consolidation o 3)89‘,‘97;8 . 1468229
940,334 3,830,253
Investment cost payable

- as at Tst January 377,894 —

- as at 31st December oo ie8y) 377894
Total amount satisfied by cash 1,316,546 3,452,359
Net ccash outflow/(inflow) from acquisition of
subsidiaries

2001 2000

f BRTTHKS'000 E¥TR HKS'000

Cash consideration 1,316,546 3,452,359
Less: Cash and cash equivalents acquired 0(3137(,‘77;‘5)0 _(6.196,144)

978,771 (2,743,785)
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(d) Analysis of changes in financing for 2001

B4 (g

REEE)
Share capital BRE TRREE
EEEE (including Certificates Convertible
Loan capital ~ share premium) of deposit bonds

ERTRHKS000 BBTTHIS000 BBTTHIS'000 BRF5 HKS000

The Group
At 1st January 2,339,850 3,875,016 8,544,198 1,952,254
Cashinflow from financing 4,272,498 84,419 5,069,750 —
Cash outflow upon

redemption (2,339.790) —  (6,026,322) (1,635,345)
Capital fee paid - (30) - -
Exchange adjustments  (1.435)  — (2,020 (i)
At 31st December 4,271,923 3,959,405 8,585,600 316,891

Analysis of changes in financing for 2000

Share capital BEE aRES
EEER (including Certificates Convertible
Loan capital share premium) of deposit bonds

BETTHKS000  EETFHKS000 BETIHKE000 BETIHKS000

The Group
At 1st January - 3,764,679 8,387,743 2,292,056
Cash inflow from financing 2,340,000 110,367 3,894,950 -
Cash outflow upon

redemption — — (3,854,112) (347 985)
Capital fee paid - 30) — —
Additions through acquisition of

subsidiaries — — 101,395 -
Exchange adjustments Lo usey o — 14222 8,183
At 315t December _ 233980 3875016 8,544,198

152254

Analysis of the balances of cash and cash equivalents

2004 2000

BETTHKS'000 BHT7HKS000

Cash and balances with banks and other financial institutions 1,540,101 1,460,823

Money at call and short notice 35,494,524 37,636,072
Other placements with banks and other financial institutions

{repayable within three months) 2,477,880 3,267,645

Treasury bills and debt securities

{repayable within three months) 2,860,492 3,869,953

Certificates of deposit 468,679 330,132

42,881,676 46,564,625
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Loans to Officers

The aggregate of loans to officers of the Bank disclosed pursuant to Section 1618(48) and (4C) of the Hong
Kong Companies Ordinance is as follows:
2001 2000
%%?f:ﬂKS'OOO %*%*?iHK$‘QOO_

Aggregate amount of relevant loans outstanding at
31st December

By the Bank 562,684 365,244
By subsidiaries , Js806 17781
679,490 383,025
The maximum aggregate amount of relevant loans
outstanding during the year
By the Bank 2,172,210 614,898
By subsidiaries 17781 18503

Material Related Party Transactions

The Group maintains certain retirement benefit schemes for its staff as per Note 2(g). In the year 2001, the
total amount of contributions the Bank made to the schemes was HK$59 million (2000 : HK$47 million).

The Group enters into a number of transactions with the Group's related parties, including its associates,
and key management personnel and their close family members and companies controlled or significantly
influenced by them. The transactions include accepting deposits from and extending credit facilities to
them. Except that there is an interest free shareholder's advance extended to one associate amounting to
HK$33 million at 31st December, 2001 (2000 : HK$39 million), all interest rates in connection with the
deposits taken and credit facilities extended are under terms and conditions normally applicable to customers
of comparable standing.

The interest received from and interest paid to the Group's related parties for the year, and the outstanding
balances of amounts due from and due to them at the year end are aggregated as follows:

2009 2000

BHEDEY EHEELH

ZBES% 155%

% to Group total % to Group tofal

Interest income 39 2.6
Interest expense 3.0 28
Amount due from related parties (Note a) 3.8 4.8
Amount due to related parties (Note b) 25 1.9

Notes: (a) Base on total assets excluding cash and short-term funds, placements with banks and other
finandial institutions maturing between one and twelve months, investments in associates and
fixed assets.

{b) Based on deposits of customers and debt instruments issued.

Comparative Figures

Certain comparative figures have been adjusted as a result of the changes in accounting policies, details of
which are set out in Note 3, and reclassified to conform with the current year's presentation.
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(1) Capital Adequacy Ratic and Capital Base

Prior year adjustments resulting from changes in accounting policies have been taken into account in calculation
of Capital Adequacy Ratio and Capital Base as at 31st December 2000.

(a) Capital Adequacy Ratio

Unadjusted capital adequacy ratio
Adjusted capital adequacy ratio

2001 2000 Z37 Restated

BHE%

17.5
174

ReyaN 7
EnR%

16.3
16.2

The unadjusted capital adequacy ratio is computed on the consolidated basis which comprises the
positions of the Bank and all its subsidiaries referred to in Note 19 as required by the Hong Kong
Monetary Authority for its regulatory purposes, and is in accordance with the Third Schedule to the

Banking Ordinance.

The adjusted capital adequacy ratio which takes into account market risks as at the balance sheet date
is computed in accordance with the Guideline "Maintenance of Adequate Capital Against Market
Risks" issued by the Hong Kong Monetary Authority and on the same consolidated basis as for unadjusted

capital adequacy ratio.

{b) Group Capital Base after Deductions

Core capital
Paid up ordinary share capital
Share premium
Reserves
Minrity interests
Deduct: Goodwill

Total core capital

Eligible supplementary capital
Reserves on revatuation of land and
interests in land (at 70%)
General provisions for doubtful debts
Term subordinated debt

Total eligible supplementary capital

Total capital base before deductions
Deductions from total capital base

Total capital base after deductions

(2) Liquidity Ratio

Average liquidity ratio for the year

2001 2000 2% Restated
BETTHKS'000 EETTHKS000

3,583,711
375,694
12,422,457
19,092
(1,885,986)

14,514,968

963,083
1,330,094
4,271,123

6564300

21,079,268
 (913,104)

20,166,164

2001
B %

46.6

3,536,945
338,071
11,388,012
441,174
(1,594,072)

14,110,130

969,824
1,277,672
2339850

4,587,346

18,697,476

(1,029,437)
(17668039

2000
ENE%

48.4

The average liquidity ratio for the year is the simple average of each calendar month's average liquidity ratio,
which is computed on the consolidated basis as required by the Hong Kong Monetary Authority for its
regulatory purposes, and is in accordance with the Fourth Schedule to the Banking Ordinance.
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(3) oB&Es

(@) BHEHF

(3) Segmental Information
(a) By Geographical Areas

HtES BNESBRENBLTNE The information concerning geographical analysis has been classified by the location of the principal

BERAEHY IR EREEEN operations of the subsidiaries, or in the case of the Bank itself, of the location of the branches of the
EBEEANEN K%E?] DITHEE F AR Bank responsible for reporting the results or booking the assets.
=
2001
% HEARRNE EENER Rt HHEZRAEH SEEE
People's Other Inter-
Republic of Asian segment
Hong Kong China Countries Others elimination  Consolidated
BT T HKS'000 BETLHKS'000 BT HKS000 #ET7 HKS'000 B¥TTHKS'000 BEF T HKS'000
£H The Group
-l PN Total operating income 4,283,544 347,815 144,588 394,014 42,024 5,211,985
BRI AR T Profit before taxation 1,372,522 171,916 74,323 171,172 100,923 1,890,856
EEES Total assets 162,843,922 11,988,383 12,290,207 28,438,365 (33,795,944) 181,764,933
BiEmE Total liabilities 141,977,540 11,802,723 12,091,465 22,643,445 (29,287,956) 159,227,217
SRBERESE Contingent liabilities and
commitments 31,659,555 4,054,355 1,119,289 1,426,172 — 38,259,371
2000 E 3k Restated
£ PEARKAR ERTHER Mt AERIIHEH Soaw
Peaple’s Other Inter-
Republic of Asian segment
Hong Kong China Countries Others elimination Consolidated
 EBTIHE00 FETTHE00 EETTHG000 AETTHG000 BETTHK00 HETTHS00
£F The Group
grlg g Total operating income 4,100,848 349,138 144,150 351,938 23,787 4,969,861
KRERERR T Profit before taxation 1,754,513 90,283 98,196 155,915 81,840 2,180,747
EERH Total assets 162,971,558 11,039,103 11,290,220 23,448,173 (29,580,804) 179,168,250
RiEEE Total liabilities 138,616,092 10,894,680 11026517 22,452,418  {23,909,576) 159,080,131
HAREBRAE Contingent liabilities and
commitments 27,913,034 2,583,162 1,292,330 1,037,779 — 32,826,305

EFEZMITEERREZZETN The information concerring advances to customers by industry sectors has been classified according
Bianl - RRRBREMERE - to the usage of the loan and is stated gross of any provisions,
2001 2000
EBTRHKS'000 5 HKs 000
£E The Group
EEERANER Loans for use in Hong Kong
Iﬁﬁ,ﬁ Industrial, commerdial and financial
WMEH - Property development 5,158,882 5,220,885
- ?%%xé - Property investment 11,477,370 10,590,097
- 2EOE - Financial concems 1,819,351 2,679,540
- BEgE - Stockbrokers 82,405 135,947
- HBHTEZ - Wholesale and retail trade 2,701,901 2,865,242
— B - Manufacturing 1,568,309 1,332,082
- EHHEBERE - Transport and transport equipment 4,322,030 3,387,521
- Hfg - Others . 7350675 7564898
- hat - Sub-total 34,480,923 33776212

{b) Advances to Customers

(i) By Industry Sectors
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BERBRE - —~RME  ETRE
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BR SZEENRTHRELRES
ST MEBITNERERT

FRAZZHEFHMEN -
7%@ The Group
FH Hong Kong

‘:Fté)\ﬁ'ﬂ]@ People's Republic of China
ZZMBER  Other Asian Countries

Hity Others
k] Total
EREE

BEEAREENENZSHTRR
%EEE—WH B - YEEREEE
BRZ-—-RNE  EFABERATSH
BEE  BHERNERESLIRS
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2001
RETTHKS000 EETTH
Individuals
- Loans for the purchase of flats in the Home
Ownership Scheme, Private Sector Participation
Scheme and Tenants Purchase Scherme 2,596,815 2,647 378
- Loans for the purchase of other residential properties 42,169,173 41,120,118
- Credit card advances 1,955,494 1,601,340
- Others 3,760,291 3742416
- Sub-total ; 50,481,’773 48,111,252
Total loans for use in Hong Kong 84,962,696 82,887,464
Trade finance 3,067,857 3,110,720
Loans for use outside Hong Kong ) 20 144,008 17,995,775
Total advances to customers B 108 174 562 103,993,959

(il By Geographical Areas

The information concerning the breakdown of the gross amount of advances to customers by
countries or geographical areas is derived according to the location of the counterparties after
taking into account any transfer of risk. In general, such transfer of risk takes place if the claims are
quaranteed by a party in a country which is different from that of the counterparty or if the claims
are on an overseas branch of a bank whose head office is located in another country.

BE3EAULNEFER
EFERER FRTER Advances overdue for
Total advances to customers Non-performing loans over three months
2001 2000 2001 2000 2001 2000

BEFTHAS000 BEETTHKE000 BRFRHKS000 EETFIHC000 BEFTHKS000 BETTHKS00

92,212,501 20,016,930 2,326,930 2,459,904 2,375,517 2,931,325

3,491,205 3183183 591,638 855006 692,299 894,893
3,804,150 3261599 184,811 226110 133,191 132,690
8,576,706 7527247 217,353 204188 14601 156,797

10874562 103993950 3320,032 3745208 3215608 4115705

(¢} Cross-border Claims

The information of cross-border claims discloses exposures to foreign counterparties on which the
ultimate risk fies, and is derived according to the location of the counterparties after taking into account
any transfer of risk. In general, such transfer of risk takes place if the claims are guaranteed by a party
in a country which is different from that of the counterparty or if the claims are on an overseas branch
of a bank whose head office is located in another country. Only regions constituting 10% or more of
the aggregate cross-border dlaims are disclosed.
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(a) BERESHEER

£
BAEFER

- 3{EARLZ6EA

- 6EANLEIF

BRREEEEPERER

FHEPDEER
BEMEHER

%2001E12 8318 R 20005128318 -
AEEETRITREMSEGENIE
FoREREIEANLEREELNE

=h
A °

2001

BAREteREE hege =0 g8
Bank and
other financial Public
institutions entites Others Total

BEFTHKS00) BBTTHKSO00 BHFTHKSI000 BEF 7 HKS'000

The Group
Other Asian Countries 16,294,762 742,314 4,707,965 21,745,041
North America 5,172,573 127,487 3,078,734 8,378,794
Western Europe 27,980,835 10,206 285,992 28,277,033
2000
FIRERSBER DEkE At Lt
Bank and
other finandial Public
institutions entites Others Total
CBETLHGO0  AETRG0 BETRAKG00 BETAHD
The Group
Other Asian Countries 20,139,117 742,392 3,868,548 24,750,057
North America 8,202,895 73,655 3,213,945 11,490,495
Western Europe 25,121,665 — 170,617 25,292,282
Overdue and Rescheduled Assets
(a) Overdue and Rescheduled Advances
2001 2000
EEEER EREER
BENEM BENTAL
% of total % of total
advances to atvances to
BETTHKS000  customers EETLHE00  customers
The Group
Advances to customers
overdue for
- 6 months or less but over
3 months 590,368 0.6 887,241 0.9
- 1 year or less but over
6 months 558,080 0.5 840,726 0.8
- Over 1 year L 24506’7,‘159 s o 01:,9 .. 2387738 23
3,215,608 3.0 4,115,705 40
Rescheduled advances
to customers . 022)3@4(8: . 00.(2 R AP~ R 07
Total overdue and
rescheduled advances 3,439,256 32 4,885,828 47
Secured overdue advances 2,543,835 2.4 2,953,053 2.9
Unsecured overdue advances 674,773 0.6 1,162,652 11

There were no advances to banks and other financial institutions which were overdue for over 3 months
as at 31st December, 2001 and 31st December, 2000, nor were there any rescheduled advances to
banks and other financial institutions on these two dates.
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{b} Reconciliation

2009 2000
BRI HKS'000 T 5 HKE000
HARE (FEE) QOverdue advances (Note 1) 3,215,608 4,115,705
REMET (B2 Rescheduled advances (Note 2) 223,648 770123
MR ERER S Total overdue and rescheduled advances 3,439,256 4,885,828
B OOBENREEHFISER Less: Overdue advances on which interest is
stifl being accrued (315,046)  (1,079,466)
B RERBDRAFEER Less: Rescheduled advances on which interest is
still being accrued (116,270) (355,157)
TROEFEFRHNESE Add: Non-perfarming foans which are not overdue
or rescheduled 312,092 294,003
TROEREE Total non-performing loans 3320032 3745208
Bis . BEERNBEBERLENHE Notes: (1) Advances which are overdue for more than three months.
FER
Bid2 - REGSIERBERERDEAR (2) Rescheduled advances which have been overdue for mare than three months under the
IBRAEERER  SHAE revised repayment terms were included under overdue advances and not rescheduled
HEFGE  TTEREEEE advances,
W\
© EfaligE (¢) Other Overdue Assets
2001 2000
BHEs Ehyi)) EHEE* EREF 2ifilE EREE~
Debt Accrued QOther Debt Accrued Other
securities interest assets* securities interest assetst
FHTTHIS'000 BT HKS'000 BT HKS'000 EHETTHKS000 BETTHKS000 BEETFTHKS000
%8 The Group
HitmigE Other assets overdue for
- ERMEE - 6 months or less but over
61 A 3 months - 3,641 2,476 27,298 28,126 189
— BEAMAEZEIE - 1yearor less but over
6 months - 3,861 1,159 54,507 7914 431
~ 1B - Over 1 year 15,595 2,062 890 59,688 1,812 3897
15,595 9,564 4,525 141,493 37.852 4,517
LEERE Rescheduled assets - - ‘ - — — 2,381
15,595 9,564 4,525 141,493 37,852 6,898

Rt EEREEAREREWE

5) ERER

IERSMEE R FRREBE R F R
FENEFHAAEAEBLFHAREN
10%8RbA L+ BATIARE -

@ BT ERRE 200EFH

(8)

* Qther assets refer to trade bills and receivables.

Currency Concentrations

The net positions or net structural positions in foreign currencies are disclosed when each currency constitutes
10% or more of the respective total net position or total net structural position in all foreign currencies.
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£E The Group
REEE Spot assets
REEE Spot liabilities
RHEA Forward purchases
EHER Forward sales

£/ RER Net long/ {short) pasition

BREUREFE Net structural position
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NEHE  FENEHERTTECE
RESENEEER  WHAEEEAR
THEMRLE - BREETRANAE
AEREA BAEE REEESE
10 BERSFES  EREURRER
%o
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2001 2000
AU FET HKSMillion EHEE T HKSMillion
(ERUSD MCAD  SftOthers @ Total ETUSD  EfOthers HEE Total

47,398 3,700 18,303 59,401 49,274 16,275 65,549
(49,546)  (3,944) (19,792) (73,282) (48191) (20223  (68.414)

13,777 318 4,041 18,136 13,571 6,336 19,907
CAEse), (e @37, (13.843) (5219 2318, (7339,
473 (44) (19) 410 (565) 72 (493)
2001 2000
BEERTHKSMililon EEERTHKSMillion

7 M EhfEn Hib 2t e N Fhikr A5 pk]
Usb CAD SGD  Others  Total Uso CAD  SGD Others Total

710 162 172 152 1,196 657 172 184 108 1,121

Risk Management

The Group has established policies and procedures for the control and monitoring of risk arising out of the
business of the Group, including credit risk, liquidity risk, capital and market risk. These policies have been
reviewed regularly by the Management, Credit Committee or Asset and Liability Management Committee
and have been approved by the Board of Directors. The internal auditors also perform regular audits on
business units to check compliance with policies and procedures. The Group has also established the
Investment Committee to formulate the investment strategies and to monitor the performance and compliance
of the investment activities.

() Credit Risk Management

Credit risk arises from the possibility that a customer or counterparty in a transaction may default. i
arises from the loans and advances, treasury and other activities. To oversee the Group's credit risk
management, the Board of Directors has delegated authority to the Credit Committee which is chaired
by the Bank's Chairman and Chief Executive to perform this function.

The Group's credit risk management, which is independent of the lending units, is carried out by
farmulation of credit policies, credit assessment, assurance of compliance with the regulatory
requirements and monitoring of asset quality.

In evaluating the credit risk of the customers or counterparties, their financial strength and repayment
ability are always the Group's primary considerations though credit risk may be mitigated by obtaining
collateral from the customers or counterparties. Moreover, concentration risks are monitored by adopting
proper risk control such as setting limits on large exposures in relation to the Group's capital base.

In this connection, comprehensive guidelines to manage credit risk have been laid down in the Group's
Credit Manual which is reqularly reviewed and approved by the Credit Committee. Contained in the
Credit Manual are the delegated lending autharities, credit extension criteria, credit monitoring process,
10-grade loan classification system, credit recovery and provisioning policy.
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Liquidity Risk Management

Liquidity risk is the risk that the Group cannot meet its current obligation. To manage liguidity risk, the
Group has established the liquidity risk management policy which is reviewed by the Asset and Liability
Management Committee and approved by the Board of Directors. The Group measures the liguidity of
the Group through statutory liquidity ratio, loan-to-deposit ratio and the maturity mismatch portfolio.

The Asset and Liability Management Committee closely monitors the liquidity of the Group on a daily
basis to ensure that the liquidity structure of the Group's assets, liabilities and commitments can meet
its funding needs and that the statutory liquidity ratio is always complied with. The Group's average
liquidity ratio was 46.6% for 2001 which was well above the statutory minimum ratio of 25%.

Adequate standby facilities are maintained to provide strategic liquidity to meet unexpected, material
cash outflows in the ordinary course of business.

Capital Management

The Group's policy is to maintain a strong capital base to support the development of the Group's
business and to meet the statutory capital adequacy ratio. Both the Group's adjusted capital adequacy
ratio incorporating market risk of 17.4% and the unadjusted ratio of 17.5% as at 31st December, 2001
were well above the statutory minimum ratio.

Capital is allocated to the various activities of the Group depending on the risk taken by each business
division. Where the subsidiaries or branches are directly regulated by the appropriate regulators, they
are required to maintain a minimum capital according to rules of those regulatory authorities. Certain
financial subsidiaries are subject to the HKMA's capital requirements for its regulatory supervision
purposes.

Market Risk Management

Market risk is the risk arising from the net effect of changes in market rates and prices, such as interest
rates, foreign exchange rates, equity and commodity prices, on the Group’s assets, liabilities and
commitments, thus causing profits or losses.

The Group's market risk originates from its holdings in the trading books of foreign exchange, debt
securities, equities and derivatives which are valued at current market prices (mark-to-market basis) and
from its investment and banking activities in financial assets and liabilities which are valued at cost plus
any accrued interest (accrual basis), together with securities classified as other investments which are
measured at fair value in the balance sheet. The Group's trading activities on derivative instruments
mainly arise from the execution of trade orders from customers and positions taken in order to hedge
other elements of the trading books. The Group has established a market risk management policy that
incorporates guidelines, procedures and control measures to monitor its market risk exposures.
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KE@Ef%ﬂl ERERFZEENTER The Group's market risk exposures in different activities are measured and monitored on the basis of

CRIEBLE HAER)EE RTAR principal (or notional) amount, outstanding position and stap-loss limits, and are controlled within
&Lﬂﬁi%‘ ?ﬁ%JE TRESEERN established limits reviewed and approved by the Asset and Liability Management Committee for each
LR REENE R F?H%‘Jfﬁﬁ&ﬁ business unit, business type and in aggregate. Independent middle and back offices manitor the risk
BEREER “%EF“E@&’UEE@ MR &7 exposure of trading activities against approved limits on a dafly basis. The Group's market risk exposures
EXSL0ER  2H I'JERN_LE‘?‘:P are reviewed by the Asset and Liability Management Committee and reported to the Board of Directors
BFFER - REEMTERRETE EHE’H on a regular basis while exceptions to limits are reported when they occur,

RENEBBEEREREYRNEERE
T mHRACHENERSE  ANSER
BHE

AREEREH §£§§X§‘EX%ZHAE’JW The Group quantifies the market risk of the underlying trading portfolio by means of value-at-risk
ZER - BREESSTE NS ("VaR"). VaR is a statistical estimate which measures the potential losses in market value of a portfolio
REFTRE-HERA x%%ﬁ’-\lfﬁﬁ% as a result of unfavourable movement in market rates and prices, If positions are held unchanged in a
LR BRI FIRB Mo RmE LNEE certain horizon time period. The Group's VaR is calculated using historical one-day movement in market
EE - ZERANERBENHE - 2EE rates and prices and a 95% confidence level and takes into account correlation between different
BE-RMERREEROBE - R95% markets and rates.

ZEERE G ATEATEREENE
BRE-

R2001F12A318 - AEEETHEE The VaR for the Group's market risk-related treasury trading portfolio as at 31st December, 2001 was
ARRNMERSHENEREEAEE HK$0.31 million (2000 : HK$0.28 million). The average daily revenue earned from the Group's market
310,0007T (20002 : 757280,0007T) ° risk-related treasury trading activities in 2001 was HK$0.34 million (2000 : HK$0.30 million). The
MEEETMSEREHNGESSERYT standard deviation of these daily revenues was HK$0.41 million (2000 : HK$0.21 million).
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EEREEABEESZ UL
- Delly distribution. ot merket o
tracing revenues = Year 2000

LEARER001E (¥t 20005) B An analysis of daily distribution of the Group's market risk-related treasury trading revenues for 2001
BEREENHERRANERSA {comparing with 2000} is provided above. This shows that 10 out of 243 days (2000 : 14 out of 247
B BRER43EXZAFTE10H days) are in the loss positions. The most frequent result was a daily revenue of between HK$0.25
(2000%F : F247ERBRTH14E) LR million and HK$0.50 million with 104 occurrences (2000 : same band with 119 occurrences). The
EE MeEENEBRA  ENTE maximum daily loss was HK$2.66 million (2000 : HK$0.14 milfion) and the next maximum daily loss
#250,000TE%EH500,000 L2 - was HK$1.30 million (2000 : HK$0.11 million). The highest daily revenue was HK$4.17 million
211048 Q000 : EAUABES (2000  HK$1.50 milion).

1198) « ZRNERBELEE2,660,

0007T(2000% : B¥140,0007T) * &

BHEREBENAE,300,000T

(2000% ; B#110,0007) - MESH

R AZBE4,170,0007 (2000F ¢

71 500,0007T) ©

() SMERRAE (i) Foreign Exchange Exposure

AEEONERBREENMEEE - & The Group's Toreign exchange risk exposure arises from foreign exchange dealing, commercial
SRTEBRBERUENEEESE banking operations and structural fareign currency positions. All foreign exchange positions are
B BNESEIREASHER managed by the Treasury units of the Group within limits approved by the Asset and Liability
TEREAERBBEEREEM Management Committee,

ERREER -

F200156 128318 - HMEX 2HED The VaR related to foreign exchange dealing positions at 31st December, 2001 was HK$0.32
B BB A E5320,0007T (2000F ¢ million (2000 : HK$0.10 milfion). The average daily foreign exchange dealing profit for 2001 was
##£100,0007T) ° 2001EFHEH HK$0.32 million (2000 : HK$0.27 million).
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Foreign exchange positions which arise mainly from foreign currency investments in the Group's
branches, subsidiaries and associated companies are excluded from VaR measurements as related
gains or losses are taken to reserves. Such foreign currency positions are managed with the principal
objective of ensuring that the Group's reserves are protected from exchange rate fluctuation.

Interest Rate Exposure

The Group's interest rate exposure arises from treasury and commercial banking activities where
interest rate risk is inherent in both trading and non-trading portfolios. All trading positions are
managed by the Treasury units of the Group within limits approved by the Asset and Liability
Management Committee. For the non-trading portfolio, interest rate risk primarily arises from the
timing differences in the repricing of interest-bearing assets, liabilities and commitments and the
maturities of certain fixed rate assets and liabilities. The interest rate risk of non-trading portfolio is
also manitored by the Group's Asset and Liability Management Committee.

The VaR related to interest rate exposure due to debt securities and derivatives trading positions,
excluding foreign exchange forwards, at 31st December, 2001 was HK$0.17 million (2000 : HK$0.
19 million). The average daily profit due to these activities for 2001 was HK$0.02 million (2000 :
HK$0.02 million).

Equities Exposure

The Group's equities exposure comprises trading equities and long-term equities investments.
The Group's Investment Committee regularly reviews and monitors the equities dealing activities.
The VaR on equities trading positions as at 31st December, 2001 was HK$3.66 million (2000 :
HK$7.01 million}
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